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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA
QNJZ:‘LV.;V,
FROM : AAA/AFR/DR.Jchi W. Koehring

SUBJECT: Kenva Small Town Shelter ar . Community Development, Project 615-HG-006

Problem: Your upproval is requested to execute a guaranty of $16 million from the HG
program and a low income shelter program for a Development Grant of $665,000 of FAA
Seciion 106 funds (Selected Development Problems) to the Government of Kenya; and for
a positive threshold determination for the IEE for the subject shelter program.

Discussion

A. Project Description:

The purpose of the project is to {inance Kenya's first replicable shelter program for
small towns by institutior alizing the aided/self-help, minimum standard, maximum
cost recovery approach to shelter, to strengthen shelter institutions by establishing
a project planning unit within the Ministry of Urban Development and Housing, and
by strengthening the Nationai Housing Corporation and local authorities through
eopropriate technical assistance. To achieve this purpose the project will:

1. Finance the construction of shelter solutions for approximately 2,700 house-
holds below median income.

2. Finarce 200 small business plots.
3. Finaace appropriate community facilities in proximity to shelter solutions.

4, Provide significant skilled and unskilled employment opportunities through the
implementation of this project.

5. Suppor* the establishment of a Project Planning Unit within the Ministry of
Urban Development and Housing, to coordinate this project and to carry out
long term slelter planning and programming for the public and private sectors.

6. Support the re-organization of the National Housing Corporation so that it is
better able to serve a larger group of lower-income borrowers.

7.  Support training and other programs to assist local authorities.
8. Finance appropriate technical assistance through Development Grant funding.
The preposed project is in accordance with A.LD.'s 1980 CDSS.

Beneficiaries cf the project will be Louseholds earning less than the median income.



Financial Summary:

The U.S. contribution to project costs is in the form of a $16 million HG loan, a
$665,000 Development Grant, and a $280,000 grant under the IIPUP project. The
GOK contribution towards the HG project is estimated at $4,450,000. The entire
Development Grant will be used to finance technical assistance and initial training
and will be funded during the first year. Additional training funds will be required
from the Bureau after a long-term training plan is completed by the GOK and
concurred in by AID.

Socio-Economic, Technical and Environmental Considerations:

The analyses presented in the PP show the project to be economically, technically
and administratively feasible.

The attached Initial Environmental Examination recommends a positive deter-
mination. The Project Paper addresses issues raised in the IEE and includes
guidelines to mitigate negative effects and enhance positive effects of the project.

Implementation

Major implementing agencies are the Ministry of Urban Development and Housing,
(MUDH) and the National Housing Corporation (NHC). Both agencies have assisted
in carrying out the studies required in preparation of the PP and, with the technical
assistance to be provided under the Development Grant, will be able to assume the
additional responsibilities of proiect imnlementation.

The guaranty shall b. subject to a condition precedent that,prior to each disburse-
ment, Borrower shall submit a Project Delivery Plan acceptable in form and
substance to A.LD. This Plan shall address the technicsl, environmental, institu-
tional and financial aspects of each subproject, which will be outlined in detail in
the implementation agreement. The technical and the environmental plans shall
include technical designs and drawings for the proposed construction, evidence of
compliance with site selection criteria, and solutions to the environmental problems
identified in the IEE. The institutional plans shall include evidence of actions taken
in the reorganization of the NHC and creation of the PPU or other project
implementing unit.

Committee Action and Congressional Apprisement:

1.  The Pruject Review Meeting chaired by Sheldon Cole, AFR/DR/EAP, met on
September 8, 1980, agreed that there were no outstanding issues, and
recommended that the project proceed to an ECPR meeting. The ECPR was
held on September 17, 1380 and recommended approval of the project.

2. No Congressional Notification is required for HG authorization. An Advice of
Program Change for the development assistance component will be forwarded

to the Congress in early FY 1981. Following expiration of the Advice of
Program Change, funds may be obligated.

3.  Project implementation will be the responsibility of the Regional Housing end
Urban Development Office/Nairobi. The Project Manager responsibie for the
project is Jeremy Hagger, and the DS/H Project Officer is Jack Hjelt.



F. Project Issues:

The only issue raised at the Project Review tneeting involved the Audit Report for
an earlier Kenya housing project, 615-HG-004. The Project Review meeting agreed
with both the Mission and DS/H that the audit recommendations could be addressed
most successfully if the current project is authorized.

Recommendations:

1. Recommend that you sign the attached Guaranty Authorization (Tab 1);

2. Recommend that you sign the attached Development Grant Authorization (Tab
2); and,

3. That you approve the Positive Determination recommendations made in the
Initial Environmental Examination (IEE) by signing the attached environmental
threshold decision memorandum (Tab 3).

Attachments:

Tab 1 - Guaranty Authorization

Tab 2 - Development Grant Authorization

Tab 3 - Environmental Threshold Decision Memorandum
Tab 4 - Initial Environmental Examination

Tab 5 - Project Paper
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UNITED STATES INTEANATIONAL OEVELOPMENT COOPERATION AGENCY
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON O C 20%23

ASSISTANT
ASVINISTRATOR

GUARANTY AUTHPRIZATION

PROJECT 615-HG-006

Provided From: Housing Guaranty Authority

For

The Government of Kenya

Pursuant to the authority vested in the Assistant Administrator, Bureau for Africa by the
Foreign Assistance Act of 1961, as amended (FAA), and the delegations of authority issued
thereunder, [ hereby authorize the issuance of guarsnties pursuant to Section 222 of the
FAA of not to exceed sixteen million dollars ($16,000,000) in face amount, assuring
against losses (of not to exceed one hundred percent (100%) of loan investment and
interest) with respect to loans by eligible U.S. investors (Investor) acceptable to A.LD.
made to finance housing projects in Kenva.

These guaranties shall be subject to the following terms and conditions:

L

4.

Term of Guaranty: The loans shall extend for a period of up to thirty years (30)
from the date of disbursement and may include a grace period of up to ten years
on repayment of principal. The guaranties of the loans shall extend for a period
beginning with disbursement of the loans and shall continue until such time as
the Investor has been paid in full pursuant to the terms of the loans.

Interest Rate: The rate of interest payable to the Investor pursuant to the loans
shall not exceed the allowable rate of interest prescribed pursuant to Section
223(f) of the FAA and shell be consistent with rates of interest generally
available for similar types of loans made in the long term U.S. capital markets.

Government of Kenya Guaranty: The Government of Kenya shall provide for a
full faith and credit guaranty to indemnify A.LD. against all losses arising by
virtue of A.L.D.'s guaranties tc the Investor or from non-payment of the guaranty
fee.

Fee: The fee of the United States shall be payable in dollars and shall be one-
half percent (1/2%) per annum of the outstanding guarantied amount of the loans
plus a fixed amount equal to one percent (1%) of the amount of the loans
authorized or any part thereof, to be paid as A.LD. may determine upon
disbursement of the loans.
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Other Terms ana Conditions: The guaranties shall be subject to the following
condition precedent and to such other terms and conditions as A.l.D. may deem
necessary:

Prior to each disbursement, Borrower shall submit a Project Delivery Plan
acceptable in form and substance to A.LLD. Such Plan shall address the
technical, environmental. institutional and financial aspects of each subproject,
which will be outlined in detail in the implementation agreement. The technical
and the environmental plans shall include technical designs and drawings for the
proposed construction, evidence of compliance with site selection criteria, and
solutions to the environmental problems identified in the IEE. The institutional
plans shall incluce evidence of actions taken in the reorganization of the NHC
and creation of the PPU or other project implementing unit.

, — .7 -
/A / ' %W
Goler T. Butcher
Assistant Administrator

Bureau for Africa

/sz//mqiy 5, G
7 7

Date




PROJECT AUTHORIZATION

Name of Country: Renya

Name of Project: Small Town Shelter and Cc.umunity Develop-
ment Project

Number of Project: 615-0212

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961,
a3 amended, I hereby authorize the Small Town Shelter and Com-
munitv Development Project involving planned obligations of not to
excee ( $665,000 in grant funds over a one-year period from date of
authorization, subject to the availability of funds in accordance
with the A.I.D. OYB/allotment process, to assist in financing the
foreign exchange and local currency costs for the project.

2., This project will provide technical assistance to complement a
$16 million Housing Guaranty to the Government of Kenya. Two
long-term technical advisors will be funded from this grant. One
will have primary responsibility for community development and
liaison, while the second will provide expertise in building
design, building technology, and self-help housing completion.

3. The Project Agreement, which may be negotiated and executed by
the officers to whom such authority is delegated in accordance
with A.I.D. regulations and Delegations of Authority, shall be
subject to the following essential terms and covenants and major
conditions, together with such other terms and condition as A.I.D.
may deem appropriate.

4, Source and Origin of Goods and Services

Except as provided herein or as A.I.D. may otherwise agree in
writing, goods and services financed by A.I.D. under the Project
shall have their source and origin in the Cooperating Country or
in the United States. Ocean shipping financed by A.I.D. under the
Project shall, except as A.I.D. may otherwise agree in writing, be
financed only on flag vessels of the United States.

Z// — —_—
,«—4u4i¢/ /- 1‘fz,421Q41,/
- Goler T, Butcher

Assistant Administrator

for Africa




ENVIRONMENTAL THRESHOLD RECOMMENDATION

Project: Kenya
Project Title: Small Town Shelter and Community Development
Funding: HG: 006 US $16 million

Date IEE Prepared: March 1979

ENVIRONMENTAL ACTION RECOMMENDED:

Based upon the findings of the IEE, a Positive Threshold Determination

is recommended. The specific environmental issues warranting further
detailed investigation, and for which appropriate project design responses
shall be prepared in the Project Paper, are outlined in the IEE.

/ [> ' )
Office of Housing: o 'tn\c UUL Date: 'S’ 0

David McVoy !
Asst. Director for Operations

Africa Bureau: /\4}7«6 Date :j,// 7//&’/

rd
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L SUMMARY AND RECOMMENDATIONS

LA. Introduction

The proposed Kenya Small Towns Shelter and Community Development project
is the second HC nrogram outside the capital city.

In 1974 a $5 million project was authorized to assist the National Housing
Corporation with construction of housing in eleven seconcary towns. Detailed evaiuation
of the successes and the problems associated with that project, and the institutions
involved, have been incorporated into the current design of this new project directed at
the nation's small towns.

Both natursl population growth and rural to urban migration ure acute
problems in Kenya today. This project is being proposed at a time when the Kenyan
Government (hereafter GOK) has recognized the need to promote regional development by
initiating service programs and directing public investment foward specific growth
centers in order to counteract the attraction of the nation's major cities, Nairobi,
Mombasa and Kisumu.

Towns identified for this program range in population from approximately
5,000 to 15,000. These towns are primarily administrative and training centers servicing
large rural areas. The development of towns like these is recognized es important both in
terms of extending urban functions tc rural areas and as potential growth points to absorb
and alleviate some of the rural to urban migration. While the scale of needs and the
appropriate size of site and service, core housing, or upgrading projects are relrcively
small in any one town, the range of those needs, including the improvement of basic
infrastructure, urban services and community facilities, is great. Projects or upgrading
programs focused on particular communities, like those in large cities, would be very
small in these towns and would miss many of the basic prodiems allecting shelter,
Moreover, in large cities projects are focused in order to reach low income groups. In
these towns, most of the population is iow income. In Kenya most of the households in
small towns have incomes below the 1980 median for "seconcdary™towns.

The proposed umbrella program starts with the determination that most of the
households in these small towns are eligible beneficiaries. It provides for a diverse set of
project options to meet new shelter needs and upgrade infrasiructure and services of the
town as a whole - much like the integrated projects or community upgrading programs in a
large city. In fact, these towns are smaller than some of the communities in large cities.
To a certain extent dealing with a whole town in this way represents a new thrust and
direction for the HG program. It is probably the only viable way the shelter needs of
small town residents in Kenya - and possibly other countries in Africa - can be met.

In 1979 GOK interest was expressed in a new HG financed program, and eleven
towns were identified for AID consideration by the Ministry of Urban Development &
Housing (hereafter MUDH). Photogranns depicting some of the towns are found at the end
of this Project Paper. A team of consultants was contractad to complete a study of these
towns. The study included reconnaissance visits to each town to identify major
characteristics and needs. A more detailed analysis was undertaken in three of the towns
to determine the types of program activities which might feasibly be developed to meet
the shelter needs identified. Six separate reports were prepared documenting the findings
of these studies. Supplemental reports were prepared by independant consultants on the
technical aspects of the proposed project. The findings of these studies were used in
formulating the proposed project. One of the reports deals specifically with the study
methodology used and 3 intended to serve as a guide for project identification and
subsequent development of detailed designs for each of the towns.
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GOK institutions will be assisted as they identify shelter needs and outline
overall development plans for small towns, and as they design and implement program
which deliver very low cost shelter solutions and other related services to families w.t.
incomes below the median. The project will provide technical assistance intended to
improve project administration., facilitate project execution, and improve institutional
capability for project financing, management and cost recovery.

Project designs will incorporate innovative applications of energy conservation
principles and other measures specifically intended to reduce initial project costs and to
minimize recurrent costs to the beneficiary. Construction standards will be minimized to
eliminate unnecessary financiai burcdens on lower income beneficiaries, and special
programs will be organized to assist self-help construction efforts. The project will
permit Kenyan authorities to examine the viability of such an approach to resolving
shelter problems and will help to establish a base of technically trained staff which can
carry out projects independently of foreign assistance.

The proposed project has been developed in coordination with the GOK and
with the World Bank (IBRDj and the British Overseas Development Administration (ODA).
This coordination has been encoursged by the GOK in the context of a plan to have all
three donors support the nation's regional urban development program.

The proposed project has also been extensively coordinated with USAID/Kenys
programs.

LB. Summary Project Deseription

Lb.1. Goal and rurpuse

The project goal is the improvement of living conditions of low
income households residing in Kenya's small towns.

The project's purpose is to demonstrate improved methods for
administration of public sector low-cost shelter programs in small towns including
community facilities and employment generation components, with special attention to
project identification, innovative design and post-occupancy management.

LB.2. Project Outputs

_ There are two principal categories of project outputs: those
resulting in improvement of institutional capacity and those resulting in improvement of
physical living conditions for the project beneficiaries.

LB.2.a. Institutional Outputs

The pioject s designed to result in a shelter problem solving
process and, therefore, institutional outputs are of importance. MUDH is responsible for
the delivery of shelter solutions and services throughout the country. The primary
institutional goal of this project is to develop a process whereby the GOK can deliver
shelter solutions to the small towns; MUDH is the key actor in this problem solving
process.
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There are three principal institutional outputs. First, the creation
of a Project Planning Unit (PPU) within the MUDH. It is anticipated that the PPU will
have overall scheduling control of the project. Seccnd, this program will reinforce the
present GOK efforts to reorganize the NHC into a more effective producer of shelter
solutions for households below the median income. Finally, local authority capacity will
be increased in a variety of sectors through their participation in this program and as a
result of increased technical assistance and training opportunities.

I.B.2.b. Phyvsical Outputs: Shelter Solutions, Communityv Facilities, & Busi-
ness Plots

The project is designed to help the GOK adopt a process of shelter
problem solving which will result in the selection of a mix of outputs unique to each town.
For this reason, the following list of project outputs describes some of the basic options
from which program elements will be chosen but does not suggest the actual mix to be
applied in any given town. The shelter options will include upgrading of existing
substandard neighborhoods, serviced sites, core units, and building loans (home improve-
ment or construction loans to be, in some cases, combined with the other outputs). The
program may also include rental units for those families in the target population who
prefer the rental option.

An illustrative table showing the range of shelter options proposed

follows:
TABLE I-1
Physical Qutputs
MONTHLY
INCOME INCOME
TOTAL LEVEL PERCENTILE
OUTPUT UNIT COST SERVED SERVED
A. Shelter Solutions
Type I 1,000 $2,300 $95.00 18%
(Upgrading)
Type I 400 3,200 122.00 25%
(Serviced Sites)
Type I 600 1,000 60.00 109%
(Building Loan)
Type IV 300 3,300 144.00 45%
(Core Housing)
Type V 400 Housing Allowance*
(Rental)
B. Cash Sale Plots 500
C. Small Business Plots 200

*Salaried employees in some towns receive a housing allowance of sufficient
size to cover rental option.



In order o complement the shelter outputs, this program will
provide financing for those comm:ity facilities deemed necessary for a minimum,
acceptable standard of living in the target communities. The project will also permit
delivery of serviced sites suitable for small scale businesses owned by members of the
community and located in cluse proximity to the shelter units.

[.B.3. Pro ject Inputs

The primary project input will be a $16 million HG loan drawn
down in two tranches. 1ne HG loan will be used to finance shelter solutions, community
facilities, employment generation, and some amount of short term technical assistance
and training.

Grant funds will provide significant amounts of necessary technical
assistance to this program. Two long term (two years each) technical advisors will be
funded from a development grant of $560,000. One of these individuals will have primary
responsibility for community developrnent and liaison while the second will have expertise
in the field of building design, building technology, and self-help housing completion.
These individuals will also have responsibilities for supervising Peace Corps Volunteers
who will be assigned to this project. It is anticipated that one of these positions will be
filled in FY 81 and the other in FY 82.

A third long term advisor for project coordination and administra-
tion will be provided for two yecrs beginning in FY 81 by a $280,000 grant from the
Integrated Imprcvement Program for the Urban Poor (OIPUP). In addition, an amount of
$105,000 wili oe used to provide training for Kenyan ofricials involved with the project.

The GOK will make a contribution to this project valued at
$4,450,000, in five forms: beneficiary downpayments, land, local staff salaries and
support, community facilities, and employment generation assistance.

In summaeary, project inputs are as follows:

HG Loan $16,000,000
GOK Contribution 4,450,000

$20,450,000

Technical Assistance (except for Peace Corps participation):

Development Grant $665,000
OPUP Grant 280,000
$945,000

LC. Recommendations

Based upon a review of the proposal set forth in this paper, it is recommended
that the subject housing guaranty and development assistance be approved as follows:
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Amount of Housing Guaranty: $16 million

Technical Assistance: Development Grant: $665,000 to be approved from
FAA, Section 108 Tunds TSelected Development Problems).

Technical Assistance: IPUP: $280,000 grant to be approved from the OPUP

project.



0. DETAILED PROJECT DESCRIPTION

[.A. Project Relationship to AID Strategy

The project has been designed to assist in implementing t!.: strategy outlined
in the Kenya Shelter Strategy Statement and the PID. The project will be directed
specifically at three of the long term objectives of that strategy:

1. The project will bring abcut a strengthening of the capacity of existing
shelter sector agencies at national and local levels to finance, plan,
implement, and meanage large scale shelter program which are directed
at low income households. Special emphasis will be placed on improving
the capacity of local government to deal with shelter issues. This will be
accomplished through direct operating experience, and with extensive
technical assistance.

2. The project is also designed to institutionalize within Kenya's shelter
sector agencies the self-help, minimum standard, maximum cost re-
covery approach to housing. The project will demonstrate to Kenyan
authorities the viability of such an approach to resolving shelter prob-
lems, and will help to establish a base of technically trained staff who
can implement projects independently of foreign assistance.

3.  The project will reinforce the emerging GOK efforts to foster develop-
ment of secondary towns through the provision of financing for shelter
programs and community development activities as well as employment
generation projects and technical assistance in administration for local
government.

Furthermore, the project offers a number of potential linkages with other
USAlD/Kenya program activities. A number of the initial sub-programs will share a
common geographical focus with the Mission's small holder agricultural interventions,
The western Kenya towns included in the program serve as regional market centers for
large numbers of people who are the beneficiaries of other AID efforts. Western Kenya is
the loeation for Mission programs dealing with rural access roads, proposed water
improvements, and proposed market interventions besides being the focus for substantial
agricultural projects. USAID/Kenya and the RHUDO are pursuing ways to achieve further
program integration. Preliminary discussions between the staffs of the Mission's health
programs and the RHUDO indicate a geographic fit in the Kitui district of eastern Kenya.
All parties will strive for consistent and mutually reinforcing shelter and health
interventions in the Kitui area. This program, therefore, will be a means to obtain
substantially greater functional integration between the Mission's substantial shelter
program and its development assistance programs.

The project will be one of the first foreign assistance programs to support the
recently emphasized GOK program to strengthen financial capabilities and resources at
the local government level. Recent GOK policy statements have indicated that the
national government will expect town councils and other local authorities to become
increasingly reliant cn their own resources to carry out community development prog-
rams. Before such an objective can be reached, considerable assistance in public
administration and the management of local government finances will be required. The
Rural Planning I project obligated in August 1980 is directed toward decentralizing
planning for development and increasing local control over central Ministry resources at
the provineial and district level. The towns covered by this project are district
headquarters,
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[LB. Coordination with other International Donors

In recent years, the IBRD has focused its shelter improvement programs on
Nairobl. The World Bank is now beginning to shift its focus to the nation's secondary
towns and has begun a program of low cost shelter production in Kenya's second and third
largest cities, Mombasa and Kisumu. This fifty million dollar program, a mix of IDA
credit and a Bank loan, also includes funds to support the development of a new program
in the nation's small towns. The [BRD small towns project is in the early stages of
definition.

The United Kingdom's Overseas Development Administration (ODA) is also
participating in the small towns development program. A request for proposals for
consultant studies was issued in London, and the proposals received are now being
evaluated.

The Housing Division of the MUDH is coordinating the activities of the three
major donor agencies so as to avoid duplication of efforts and to share the lessons learned
n any one project. Joint meetings of the donor agencies and the GOK have been held
every few months during the last year and significant coordination has been achieved.

Because these small town development efforts will include a variety of capital
inputs as a result of the participation of the three foreign donor agencies and the GOK,
discussions have begun which focus on the appropriate lending rates and the need for
comparability. Many of the towns which will be considered for pilot projects by the three
agencies will not be distant from one another, and the existence of different local loan
terms for similar programs would cause confusion, and probably political reaction.
Though project definition has not vet reached a point where details can be discussed and
agreements reached, discussions have begun which should lead to the adoption by the GOK
of comparable terms and criteria for the small town shelter production financed by the
three international donor agencies.

I.C. Project Goal and Purpose

The project goal is the improvement of living conditions of low income
households residing in Kenya's small towns.

The project's purpose is to demonstrate improved methods for administration
of public sector low-cost shelter programs in small towns including community facilities
and employment generation components, with special attention to project identification,
innovative design and post-occupancy management.

0.D. Project Outputs

The project is designed to result in a shelter problem solving process and,
therefore, institutional outputs are of great importance. Realization of these institu-
tional outputs will aid replicability of concept and performance.

I.D.1. Institutional Output: Creation of Project Planning Unit (PPU)

A Project Planning Unit (PPU) will be established in MUDH. This
group will identify the site, the types of solutions, the mix of community services and the
budget limitations far projects to be assisted by the HG financing. Technical assistance in
the form of long term project coordination and community development expertise will be
provided in the establishment of the Project Planning Unit.



Through establishment of this mechanism, the project will intro-
duce comprzhensive project planning into the national shelter sector. The P.P.U. will
have to form linkages across governmental lines, collaborating not only with other Central
Government Ministries but also with provincial, district, and local authorities. The P.P.U.
will have to assist corimunity leaders to identify their local area shelter needs and to
effectively bring these needs to the attention of the national government.

The P.P.U. will also have to encourage partcipation in the project
design process by such Ministries as Culture and Social Services, Basic Education, Water
Development, Health, and Local Government. The P.P.U. will also have to coo-linate a
project's land requirements (at least to the point of initiating the reservation process)
with the Commissioner of Lands.

The P.P.U. will also have overall scheculing control of the project
being responsible for monitoring the flow of funds.

0.D.2. Institutional Output: Reorganization of NHC

This program will reinforce the present GOK efforts to reorganize
the NHC into a more effective producer of -helter solutions for households below the
median income. Technical assistance in minimum standard shelter design, construction
supervision, cost control, and house completion will be provided to inecrease NHC
capability.

The NHC will be responsible for site specific project design and for
implementation of the project selected for each individual town. The NHC will,
therefcre, refine the general directiens provided by the P.F.U., will set the exact mix of
solutions, and will coordinate with other agencies to be sure that public facilities
standards are observed, or adopted as necessary.

0.D.3. Institutional Qutput: Strengthened Local Authorities

Local authority capacity will be increased with the help of
additional training opportunities sponsored by the Ministry of Local Government (to
coordinate with this program) and with the input of the technical assistance component of
this program. Local authorities will actively participate in the process of project identifi-
cation. An important feature of this process will be a review of their financial program
with the relevant central government agencies involved. The local authorities ability to
service shelter projects will have significant carry-over value to their other operations.
Further, as local authorities become better able to oversee estate management activities,
their overall service delivery capability should be increased. It is anticipated that many
of these service improvements will involve the promotion of popular participation in
community programs. Technical assistance under the OIPUP program will be essential to
renlize these goals.

O.D.4. Shelter Qutputs

The project is designed to help the GOK adopt a process of shelter
problem solution which will result in the selection of a mix of outputs unique to each
town. In this way the shelter aspects of a town sub-program will not be considered in
isolation from the community facilities, jobs, growth potential, ete., which are the
appropriate planning criteria for any particular area.
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For this reason the following project description lists some of the
basic options that will be chosen, but does not suggest the actual mix to be applied in any
given town. The shelter solutions will include upgrading of existing substandard
neighborhoods, serviced sites, core units, and building loans (home improvement or
construction loans to be, in some cases, combined with the other outputs). The program
may also include rental units for those families in the target population who prefer the
rental option.

Site development financing will also be offered as an option in
those cases where the sale of serviced plots to families above the median income level
seems appropriate. Cash sale plots will be offered at market (rather than cost) price and
seem an appropriate way to reduce the risk of large scale sub-leasing of units to higher
income groups. Within the Kenyan shelter market a wide gap exists between the bulk of
the population and those able to secure private housing mortgages. A program offering
minimal cost shelter options must deal directly with this market condition.

An illustrative table showing the range of shelter options proposed
and a preliminary estiinate of how such solutions might be spread across eleven towns
follows as Table O-1.

1I.D.5. Community Facilities Output

In order to complement the above shelter outputs, this program
will provide financing for those community facilities, such as schools, health centers,
markets, community centers, and playing fields which are deemed necessary for a
minimum, acceptable standard of living in the target communities. Wherever possible, as
in the case of markets, user charges will be fully applied. Public equipment may also be
purchased with HG funds if such equipment is deemed an integral part of the program.

I.D.6. Employment Generation Outputs

The project will also permit delivery of serviced sites suitable for
small scale businesses owned by members of the community and located in close proximity
to the shelter units. At present these business activities usually lack space for expansion
and connections to public {acilities. In addition to secure land tenure, this- sub-program
will offer improved work space and conditions to business which are particularly labor
intensive.

This program will strive to assist productive enterprises which
employ residents of the shelter solutions. In many instances this program will focus on
womens' efforts to cope with their changing economic roles in the transiticn from rural to
town life. Technical assistance advisors in the program will emphasize the importance of
training courses in various business skills, Various groups have already been identified
which will be essential in any employment generation sub-prcgram; they are Village
Polytechnics (MUDH), the Women's Bureau (MCSS), and the national womens' organization
(Maendeleo ya Wanawake). Advisors in this field will support and promote local initiative
to set up similar organizations in their areas to complement the serviced sites to be made
available under this program.

ILE. Project Inputs
I.E.1. HG Loan

The primary project input will be a $16 million HG loan drawn
down in two tranches, The HG loan will be used to finance shelter solutions, community
facilities, employment generation, and some amount of technical assistance.
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TABLZ -}
SUB-PROGAAMS TO BE PINANCED BY HZ LOAN (Cs$)

i SUMBER OF | FINANCING REQUIRE- |
H STUB~-2ROGRANS ! SOLUT!ONﬂ MENTS (1980 $8)4 /!
, } ' Unie i Total
I. SHELTER UNITS
TYPE 1: UPGRADING 1,000
&) Upgrading and 3uilding Loan 3004 2,300 1,733,000
b} Upgrading 200 1,7001/ 31,200
TYPE 2: SITE AND SERVICES ! 400
a) Site and Service plus
Material Loan 29¢¢ 3,2002! 940,000
b) Site and Services 114 1,700 183,000
TYPE 3: BUILDING LOAN 600 1,000 603,100
TYPE 4: CORE HOUSING 300 3,300 393,000
TYPE S: RENTAL UNITS 400 4,500 1‘793,000
Subtotal: 2,700 NA 6,632,100
II. CASH SALE PLOTS: 500 2,7002/ 1,359,000
I1T1. SMALL BUSINESS PLOTS: 200 2.500§f 568,000
IV. COMMUNITY FACILIVIES: NA NA 621,000
1. Toeal: 9,180,100

500,000

2. + TA:
3. HG COAN (1930 $3): 9,630.106

4. x inflation factor
¢ 13% per yesr for
4 years

S. = TOTAL HG LOAN OF

$15,783,100 (1984 $s) = $16 Million

</ Range: $2,800 - $3,600. Weighted average: $3,200.
Y pange: $1,400 - $2,800. Weighted average: $1,700.
Y pange: $2,300 - §3,900. Weighted average: $2,700.
3/ Range: $1,400 - $3,600. Weighted average: $2,800.

4/ 124w, 235 years, S downpayment terms assumed

except for cash sale plots (l24%v, 2 years); small
busineses plot loans (124w, S years):; building loans

(1248, 10 years): and conmunity facility loans

(l24%, 28 years). Rantal rates at scart of project
(year 3) to be XShs 27%/month ($38) escalating S

a year.
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I.E.2. Technical Assistance and Training

The technical assistance program will be of vital importance in
achieving the project's extensive institutional outputs. Three long term (two year)
advisors are planned: one to assist with project planning and overall project administra-
tion; one to assist in community development and community services; and one to assist
with building design, building technology, and house completion.

The advisor who will assist with projeet planning and overall
project administration will be funded by an IPUP grant of $280,000. This advisor initially
will assist in the establishment of the P.P.U. and in helping to create a project
preparation capacity. In addition, once the initial USAID group of town development
programs have been agreed to and submitted to NHC, then the advisor will be assigned to
NHC to assist with implementation. At the NHC the advisor will function as counterpart
to the "USAID Project Coordinator™ who will have line responsibility for implementation
of this program. The individual filling this position will need training and experience in
urban planning or community development with previous experience in overseas project
administration. In addition to a broad understanding of the characteristics of urban
development, the advisor should be well grounded in project scheduling, construction
management, and performance tracking. It is anticipated that the coordinator will
commence work in Kenya in FY 1981,

The second position, the community development and services
specialist, will be funded through Development Assistance in an amount of $280,000. This
snecialist will work with both institutions at the national and local level and with
beneficiaries. It is expected that this advisor will reside in the NHC regional office
located nearest to ongoing development activties or in one of the project towns itself. At
the local level, the advisor will act as the central channel of communication between
local authority officials, provincial representatives of other involved Ministries (such as
Local Government, Health, Basic Education, and Water Development), and the NHC
Divisional Project Manager. In this role the advisor will facilitate implementation of
town subprograms by assisting in the delivery of scheduled inputs. In addition, the advisor
will assist in formulating new or improved local authority programs and policies for tenant
education; allocation; collections; public service delivery; and estate management. The
individual will also assist in identifying training needs of participating local authorities.
At the national level the advisor will work with MLG in establishing appropriate training
programs for these local authority staff members. This individual should have experience
and training in community development administration and would coordinate some PCVs
who have special responsibilities for community development or employment generation
activities. He or she should be placed in the field during late FY 1981,

The third advisor will have expertise in the fields of building
design, building technology, and house consolidation (i.e. self-help building). This
individual will be funded through Development Assistance in an amount of $280,000. It is
anticipated that this advisor would be located in an NHC regional office (initially in the
western Kenya regional office). Because a significant portion of the proposed program
will involve building materiels loans for new and improved shelter, technical support
systems will have to be developed which aid beneficiaries in constructing their houses and
in identifying improvements in building design. This advisor will work with the NHC
Divisional Project Manager in developing a building materials loan program and will
supervise PCVs who will be specifically recruited to aid in the self-help construction
process. In addition, the specialist will attempt to identify and implement on a
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demonstration basis special innovations in the field of renewable energy technology and
low-cost water supply and sewage treatment appropriate to paruicular towns. This
individual should have experience in construction supervision, preferably in low-cost
housing, in building materials warehousing, loan processing, and accounts management.
Special efforts will be made to recruit an individual with experience in energy conserva-
tion technology. This person should be placed in the field during FY 1982.

As indicated above, Peace Corps Volunteers will play a major role
at the local level in assisting beneficiaries and local authorities in implementation.
Extensive discussions have been held with the Peace Corps both in Washington and Nairobi
to design this component of the program. The Peace Corps "Country Statement"now
records that 3 PCVs will begin training in March 1981 followed by up to 10 additional
trainees in September 1981.

One PCV will be stationed in each small town during project
implementation. The exact roles of these PCVs will vary with the particular needs in any
one town and the type of shelter interventions proposed. In general there will be two
types of assistance sought from PCVs: self-help building assistance and community
development and administration assistance.

Some volunteers will be recruited especially to assist with self~help
house building. These PCVs will be coordinated by the building technology advisor who
will supervise activities in a number of towns and will assure a close relationship of the
physical and socio-economic components of each town's programs. Since a separate Peace
Corps Kenya program may provide instructors in vocational training to the Village
Polytechnics, some field cooperation may be possible. PCVs will help to introduce new
building techniques, including appropriate technology, to these small towns.

Other PCVs, especially those dealing with upgrading sub-programs,
will concentrate on community development functions, including tenant education and
public services delivery. These individuals will work both with beneficiaries and local
authority staff to identify and resolve individual household problems. In addition, these
PCVs w:l attempt to identify ways to maximize the effectiveness of proposed community
facilities and employment generation sub-programs of this project. Their activities will
be coordinated by the community development advisor assigned to the project.

Some short-term technical assistance will be required throughout
the project implementation period. It is proposed that this assistance be funded out of HG
loan funds. It is anticipated that $500,000 will be used for this purpose in the following
areas:

1)  identification and planning of projects by P.P.U. and the
preparation of Project Reports for submission to NHC (among
other things these Project Reports would contain descriptions
of housing need and demand; number and type of shelter
solutions proposed; an initial site survey; an agreement with
the Commissioner of Lands to reserve the necessary land; an
analysis of associated social community and employment
needs and proposed sub-programs; & plan for control of land
use and sale as required; and an administrative plan for
strengthening the local authority in project management and
services financing.) It is expected initially that the P.P.U.
will require substantial assistance in the form of short-term
consultancies to effectively carry out its project p:lanning and
preparation activities. As it gains experience and capability,
the need for assistunce will lessen commensurately;



2)

3)

4)

5)
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public finance administration applicable to both the NHC and
the local authorities;

identification, preparetion, and implementation of small-
scale and neighborhood enterprises (the Women's “.reau of
the women's service organization. Maendeleo ya Wanawake
could be assisted in identifying and packaging small-scale
pilot programs to benefit female-headed enterprises);

specific building technology requirements (e.i., innovations
to accommondate special soil conditions and address special
sanitarv disposai problems; analysis and testing of proposed
appropriate energy-nronservation technolegies);

evalyation and monitoring in the form of assistance to MUDH
in the development of a mmathodology for selected intensive
evaluaticn of small town subprograms and possible prepara-
tion of beseline and longitudinal surveys and preparation of
reports.

Training will also be en important area of AID assistance to this
project. Through its emphasis on development and promotion of a new process, the
propesed project exemplifies the demonstration function of AIL shelter efforts. Project
success will require informed political support for the process and popular participation in

its application:

Three areas have been initiallv identified for short-term training

assistance:

1)

2)

3)

Projeet identification: delay, consequent cost increases and
marketing problems in the first secondary towns project are
traceable largerly to faulty project identification processes.
The application of 2 new process will require the training of
key actors - MUDH, MLG. and local government leaders and
officials through workshops, seminars, and on-the-job guid-
ance of MUDH staff by resident technical advisors.

Innovative physical design: unaffordable design standards are
being revised by GOK to reduce shelter costs, but new
standards often will involve utilization of unfamiliar or non
traditional solutions in the modern sector shelter production
process. This use will require orientation of MUDH, MLG,
and local government leaders and officials through seminars
and training of NHC technicians through short courses and
on-the-job training.

Post occupancy management: the recent audit of the
secondary towns project highlighted major deficiencies in
post-occupancy management. These problems are directly
traceable to the absence of suitable training for local govern-
ment officials in this field. Improved management will
require orientation of MUDH, MLG, and local government
leaders through seminars and training.
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The immediate needs of this project in these areas will be met
through on-the-job training by resident technical advisors and by a series of short courses
and seminars which will be funded through a grant of $55.000 in FY 8'. These short
courses and seminars will be acministered by the Kenya Institute of .dministration's
Department of Local Government ‘Training. They will provide about four weeks of
training to each of about 100 local government, NHC, and MUDH officers, and about one
week of orientation to each of about 100 le <1 -.°d national elected leaders and senior
officials.

AID will also provide $50,000 in FY 81 to help prepare detailed
plans for a long term training program now being considered by the GOK for training of
local government officials and councillors. The training would constitute an important
step toward increased local participation in development programs and the revitalization
of local authorities. The program would give special attention to integrated urban
management and housing project management training. Based on commitments from GOK
and other sources, AID will consider supporting the - pleted training plan.

I.E.3. Host Ccountry Contribution

The host country contribution will take five forms: downpayments,
land, local staff salaries and support, community facilities, and emplovment generation
assistance.

Downpayments by beneficiaries will be 5% of dwelling development
cost, including cost of attributable infrastructure, dwelling construction (in the case of
the core houses), and loans to beneficiaries for completion or construction of their
dwellings. In the aggregatc, the downpayments will total about $350,000. No downpay-
ments will be required for the rental units, cash sale plots, or community facilities.

The GOK through the Commissioner of Lands, sad the local
authorities in the cases of privately owned land, will make available such land as is
necessary for the project. Although neither a final estimate of land need has yet to be
carried out, nor a final cost estimate made, it is suggested that the shelter solutions plus
ancilary land for roads and community facilities will require approximately 75 hectares.
A preliminary valuativ:: of $40,000 per he.tsre results in a GOK contribution of
approximately $3,000,000 for land.

GOK staff salaries and support (including those of local authority
officials) for the approximately 5 year duration of this project will be considerable. A
preliminary monetization for this cost indicates an annual amount of $200,000 contributed
by the GOK for a life of project cost of $1,000,000.
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Funds for community facilities (capital as well as recurrent costs)
will come from the GOM and local authorities as well as from the HG loan. No firm cost
estimate has vet been made for this element of local contribution and so nione is listed in
this Project Paper. Nevertheless, an iilustrative figure of $4.8 million has been suggested
as the target towns' propartional share of disbursements from the Local Government Loan
Authority during this § year period.

Employment generation assistance in the form of market analysis,
management consulting, and related advisory services may be provided without charge to
business plot owners by the parastatal Kenya Industrial Estates. The estimated value of
these services over the life of the Project is $100,000.

The total estimated host country contribution can be summarized

as follows:
Downpay ments $350,600
Land 3,000,000
GOK Staff Salaries 1,000,000
Employment Generation 100,000
Total $4,450,000

II.F. Project Beneficiaries

There will be about 2,700 inw income sheiter aliottees in this project plus
approximately 500 buyers of cash sale plots and 200 purchasers of small business plots.
There will be, therefare, about 27,000 direct beneficiaries of the l-w income shelter
components of this project. About 40% of them will be tenants of the primary
beneficiaries. This p.rojection is based on GOK estimates of 10 persons per plot and 6
persons per family in similar existing projects.

Thic project will also build community facilities to serve these shelter
allottees as well as many other small town residents in accordance with GOK intentions to
create economically and socially integrated communities.

Projecting a figure of 5 workers per business plot, there will be approximately
1,000 direct worker beneficiaries nf the employment generation component of the
program. Other low income households will indirectly benefit from the employment
generating impact of a) project construction, and b) staffing of community faecilities.

Subletting a portion of the shelter units is expected to be a common feature of
this program as it is elsewhere in Kenya. Severe housing shortages throughout the
country, and especially in the fast growing small towns, have led many home owners to
rent a portion of their home. Due to high rents, most poorer Kenyan families can only
affard one room.

In this project, some applicants will be accepted who can afford their units
only by subletting a room to increase their income. Thus, provision for partial subletting
will reduce the minimum affordable income necessary to participate in the program and
thus increase the number of potential beneficiairies.
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In fact, the likelihood of subletting has been explicitly taken into account in
the planning and designing of this project. While partial subletting will be accepted, the
new version of the Tenant Purchase Agreement (to be drafted) will specifically regulate
(though not prohibit) total subletting. These regulations will be designed to introduce
disincentives for total subletting, such as surcharges, which are enforceable in the Kenya
context, coupled with a horieowner ecucation program demonstrating the problems of
absentee cwnership. It is be.ieved that these housing units will be less subject to improper
allocation pressures from higher (and potentially ineligible) income households. These
measures are considered important in deterring misallocation and ensuring long term
beneficiary commitment to the development cf program neighborhoods as .:able
communities.

The beneficiaries' primary sources of income will be wage or self-employment,
peripheral agricultural activites, and rent; this last item may contribute up to $33 (KShs
250) per month in selected locations. Typical urban occupations within the target
ponulation income range include teachers, semi-skilled clerks or civil servants, workers in
industrial or agro-business establishments, construction workers, and self-employed
artisans.

The current Kenya Development Plan assumes that median income families
spend 25% of income on shelter costs. The most recent GOK household expenditures
survey (1978) suggests that a lower average rate is mcre accurate for below median
income families; however, an above average payment rate seems most appropriate for
households purchasing shelter units. On balance 25% of income spent on shelter appears
to be an appropriate criterion for limiting dwelling design and cost. The affordability

actimatoc far thic peniont ara hacad nn this narrentagae rata.
e thig nenteat arae Nacad oAn this harcentaga rafa

At any given income level, however, willingness to spend for shelter varies,
and some families will choose to spend more than 25% of their income rather than accept
less desirable housing. Therefore, during project implementation, flexibility will be
exercised where appropriate in determining individual eligibility.

The minimum affcrdable income for this project using a traditional level
payment mortgage plan would be $60 (KShs 435) per month. This minimum program would
be restricted to building loans only. It is anticipated that upgrading sub-programs may
also service some beneficiaries at this income level with larger numbers of participants
having slightly higher income. Site and service and core housing options would be
allocated to higher income beneficiaries, whereas rental options would depend upon the
size of "housing allowance" a particular beneficiary received. In summary, therefore, the
majority of the solutions (upgrading and building loans) will be contained in sub-programs
which have the capacity of servicing the widest range (10th-50th percentiles of income) of
beneficiaries. Most site and service and core housing solutions will be affordable by
beneficiaries in the 25th-45th percentiles of income.
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M. INSTITUTIONAL ANALYSIS

f.A. Ministrv of Urban Development and Housing (MUDH)

The Ministry of Urban Development and Housing (MUDH) will be the most
important GOK institution involved in project implementation. MUDH is responsible for
the delivery of shelter solutions and services throughout the country as detailed in the
National Development Plan. The primary institutional goal of this project is to develop a
process whereby the GOK can deliver shelter solutions to the small towns; MUDH is the
key actor in this problem solving process.

There are four sections of MUDH whose cooperation will be essential for
successful project delivery; the Housing Department's Project Planning Unit (PPU) will be
instrumental in overall project design and planning. The second principal section of
MUDH is the Physical Planning Department (PPD) which coordinates and approves the
issuances of all sub-division plans for Kenya's secondary towns. All shelter and
community facilities programs proposed under this project must, therefore, receive the
PPD's approval before actual construction can proceed. MUDH's production arm is the
National Housing Corporation (NHC) which will be concerned with actual sub-program
implementation. Finally, MUDH has supervisory control over the Village Polytechnic
program which provides vocational training in construction skills in Kenya's smaller towns.

With such wide ranging responsibilities, MUDH's performance is crucial to the
timely implementation of this project. Recognizing this fact, this project has been
structured around efforts to provide sufficient technical assistance to reinforce the
current GOK efforts to strengthen this Ministrv. The project is designed to reinforce this
reform effort.

MUDH responsibilities in the area of planning and urban development have
been expanded as the PPD was transferred earlier this year from MLG. The transfer is
still fresh, and it can be expected that new urban development activities, such as the
formation of the PPU, will greatly assist the process of centralization of functions.

The NHC is the production arm of the MUDH and was involved as the
Borrower in the previous HG financed project in some of Kenya's larger secondary towns.
Although the early project encountered some difficulties, the NHC was able to construct
and to market shelter solutions in the designated towns substantially as called for in the
project agreements. The NHC achieved this goal without any technical assistance and
during a period of staff transition and high annual inflation. AID and NHC have learned
many lessons during the implementation of the first project. Technical assistance
proposed for the new project is targeted to those areas of insitutional weakness
demonstrated in the implementation of the first project. Annex F to this paper, "AID
Program Design Response to Kenya Housing Guaranty Evaluations", lists some of the
institutional design solutions adopted for this Kenya small town shelter program.

During the 5 year implementation period for the previous HG financed
secondary towns project, the necessity for some degree of institutional change and
strengthening of the NHC has been noted by both AID and the GOK. The first stages of
institutional transition are currently in progress. A World Bank financed consulting firm
is now engaged in an institutional analysis of the NHC to determine the optimal
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organization and staffing pattern appropriate for implementing nationwide low income
housing projects in the smaller towns. The study will be concluded by September 1980,
and the timing of the consequent changes will have an important bearing on the
implementation of this project. Preliminary reports indicate that the NHC will be given a
program for reorganization along functional lines which will permit better implementation
of the type of project proposed herein. Some of these consultant materiais heve bee¢n
available to AID during the project design stage. The shelter program presented in this
Project Paper is designed to support the NHC restructuring efforts.

The initial consultant conclusions suggest a need for a clearer identification of
the functions of the NHC and a modest regionalization. It is proposed that MUDH through
the PPU should perfarm initial project design and planning. These reports would then be
sent to the NHC for acceptance and implernentation. Further, the NHC's responsibility
for low income housing would be functionally distinct from its other housing duties. It is
recommended that the NHC should establish systems and procedures for local authority
management of housing and upgrading schemes and monitor tieir performeance.

A significant reform is the proposal to establish divisional project manager's
offices at four locations outside of Nairobi. These local NHC offices would improve
control and facilitate communications with local authority officals. All of the eleven towns
suggested for this program are within 150m from a proposed district office.

AID believes that the significant proposed institutional reform of the NHC has
been stimulated, at least in part, by the implementation experiences of the initial
program. Institutional strengthening and reform of national shelter agencies is a major
goal of the Kenya projeets, but it is a goal which requires some amount of time for
achievement. RHUDO/Nairobi believes it is essential to continue the close relationship
with all parts of MUDH to achieve the desired institutional outputs. This program
activity supports efforts for institutional change; delaying program activity might well
imperil the reform efforts now underway.

I.B. Ministry of Local Gevernment (MLG)

The Ministry of Local Government (MLG) has the primary responsibility for
overseeing the operations and financing of the local authorities. Financial oversight
includes the approval or amendment of authority's budget, authorization of senior staff
changes, and, through the Local Government Loans Authority, approval of limited loans
for town infrastructure. MLG through training institutions, such as the Kenya Institute
for Administration, carries out programs designed to upgrace the capability of local
authority officers.

Significant reforms have recently been introduced into the MLG following the
conclusion of negotiations with the World Bank for the Second Urban Project. AID
believes that these changes will greatly assist local authorities in administering this
program. The MLG has agreed to establish a central property valuation unit which will
provide assistance and training to local authorities. In addition, as part of an effort to
strengthen MLG so that it can better advise, assist, and monitor local authorities, the
Ministry is introducing regulations controlling the accounting and financing of housing and
related activities. The MLG has been involved with the project design for this program
and is fully supportive of the program as presented in the Project Paper.
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M.C. Commissioner of Lands, Office of the President

The Commissioner of Lands plays a central role in the allocation of public land
for housing estates and in the approval of the sub-division plans prepared by the PPD. All
project land reservations and site plans will have to be approved by this office. Land
matters are particularly complex in Kenva due to the mixed tenure rules created by
traditional and colonial administrators. Although the Assistant Commissioner of Lands
attended and participated in the seminars held in the project design stage for this
program, significant attention will have to be paid to this office by the project
coordinators. Land approval delays of up to 18 months were experienced during the initial
secondary towns project; such problems can be avoided through timely initiatives.

OI.D. Local Authorities

There are various categories of lccal authorities depending upon the size of
the town (county, urban and municipal ciuneils). To differing levels, local authorities are
responsible for some planning, development, and maintenance of local infrastructure in
conjunction with central government agencies. The central government retains primary
responsibility in the areas of primary education and health care.

All of the towns are governed by an elected council (with some members
appointed by the MLG). Local authority finances derive from several sources, such as
land taxes ("rates"), poll taxes, agricultural levies ("cess"), license fees, and charges. The
capital budget i3 drawn from either the NHC (for housing projects) or from the Local
Government Loans Authority (for most other items of development expenditure). While it
is possible to comment adversel - *he level of local financial management, it must be
recognized that the councils' positicn is .ot easy: revaluation of land must be dore in
Nairobi; there are few standard regulations regarding financial control and little technical
assistance provided; and due to low salary levels, staff vacancies continue to be a real
matter of concern. Nevertheless, preliminary project designs have outlined a general plan
of action to assist local authorities in their revenue collection responsibilities. Increased
technical assistance will be provided (both from the community development advisor
supplied with DA funds and from the MLG), and more accounting functicns will be
centralized at the NHC (it is anticipated that monthly payment reconciliations will be
computer performed at the NHC offices). Improved financial practices at the local level
should result from this program.

None of the eleven towns identified so far for participation in this program
will have primary responsibility for actual housing development. Implementation activi-
ties will be the responsibility of the NHC after the local authorities have made substantial
policy input. All parties agreed that the seminars held during project design with the
participation of representatives from the local authorities, central government, and AID
must remain as a central feature of this project.

OL.E. Other Involved Institutions

The Ministry of Basic Fducation has financial responsibility for meeting the
capital and recurrent costs of primary education in the program towns. The Ministry of
Health provides preventive and curative health services in each town, through a District
Hospital, and outside the project towns through a network of health centers.
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The Ministry of Water Development has broad responsibility for the develop-
ment, operation and maintenance of public water supplies. Of the program towns,
Nyahururu is the only one with its own water authority. The Ministry, in coordination
with the Ministry of Local Government, undertakes the development of sewage systems.

Coordination of women's programs comes under the Women's Bureau of the
Ministry of Culture and Social Services. Employment promotion is a responsibility of the
Kenya Industrial Estates Program in the Ministry of Industry.

It i3 expected that the proposed project, by requiring a linkage between GOK
agencies, coordinated by the P.P.U., will greatly reinforce the GOK program to increase
general development activities in the nation's small towns, and will create a more
comprehensive perception of the priorities and the available resources.
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IV. TECHNICAL ANALYSIS

IV.A. Existing Physical Conditions/Needs in Secondary Towns

The eleven towns exhibit an interesting degree of diversity of geographicsl
location and topography, of function, of relative wealth and, largely as a result of these
factors, of needs for urban development. By way of illustration a chart has been
prepared, comparing the needs for urban services of six of the towns. See Table IV-1.
These towns range in size from Nyahururu and Murar~'a with populations of 15,000 to
Londiani and Kitui with populations of about 4,500 each. In all of the towns, deficiencies
are found in community facilities and basic services. Water supply is often seen a= a
major problem, but in many instances, there are current plans for improving the overall
supply if not individual household access. Few houses are connected to any type of sewer
system, relying instead upon pit latrines. This lack of modern sanitary facilities is
perceived locally to be a serious problem. Another common problem is the shortage of
adequate housing. In Nyshururu, the consultants indicate that about two-thirds of the
households within the urban boundary (about 2,000 families) live in inadequate conditions
without access tn hasic services. While this may be one of the more extreme cases, there
is a need for improved shelter in all of the towns

IV.B. Proposed Program Activities

In response to the identified shelter needs of the secondary towns, a broad
program has been formulated consisting of a range of new construction and community
upgrading activities, technical assistance and training for GOK and loesl institutions,
projects to provide new shelter and special demonstrations geared to energy conservation,
improved health or safety and lower cost of shelter. While certain components may be
undertaken independentiy, others are interdependent and will require an integratea
aprroach to project development. The needs and capacities of each town will be carefully
assessed in formulating an appropriate set of program activities. As implementation
progresses, some activities may be added to the program of a particular town. It is also
possible that changing circumstances may require that certain planned activitias Je
deleted. In any event, not all proposed activities are appropriate to every town.

IV.B.1. Community Upgrading

One of the principal objectives of the program is to upgrade the
services and facilities available in small towns thus improving the quality of Life of the
residents. A distinction may be made between residential areas which are inherently
temporary (due to land tenure or physical characteristics which make them unsuitable as
permanent communities) & ' those areas li'kely to remain permanent residential communi-
ties. The level of investn .t will obviously be greater in areas likely to remain as
permanent communities yet some level of upgrading is justified even in temporary areas if
relocation seems unlikely in the near future. In the temporary communities upgrading
may be focused on socio-economic programs and on the extension of public utilities
essential to health and sanitation. In more permanent communities, improvements might
be extended to include:

a)  Public Infrastructure.
Water reticulation to each plot; sewer reticulation or assistance
with construction of improved on-site sanitary facilities; grading
and paving of roads and pathways; and surface water drainage. The
technical standards now being considered fqr the new Kenya
Building By-laws are recommended for use in this program.



NEEDS AND PRIORITITIES

TABLL V-1

Primary Schuols

Improveaent to

and improvescnts

Needs Noted Durlng Oui Discussions e
] Commmity
Town llousing Water Electriclty Sewcrage Markets Access Road ({Tramsport Facilities
lioma Bay fow cost housing rezognized | To extend To improve Expand existing | Expand current | Acess for Capansion of
as a high priority also current supply for schere market estates Bus Faik
great need for improvement schemo noted expected
of existing housing areas industrlal
development ! —e _—
Karstina lmprovement to middle MOWD to take Ligthing Expauslion to Modern market Access roads rl!us Park Nome moted
income Lousing estates over water for estales required '
noted also further new functions , estates
housing required but no 1
land avallable . —f—_ .
Kitui Required housing schemes MOND to take Single phase [Sewerage Improvements to | Access roads PBus Park
of all types over water supply only needed market burrently not Stadlua
functions needs to be tsed enough
upgraded for
industry . N P
Majvasha Site and Service Schemes Expansion of Lighting for [Sewer scheme Modern Markets pus rark
not welcomed necd for water supply estates planned and sheiter {or
upgradlng and low density to existing light ladustry
housing stated estates
INyahururu Accepted need for new Water supply tojLighting [Expansion Expansion Iaprovesent
housing of all types noted be taken over for estates to Estates required to some access Stadium
need to ensure site and by MOND and roads
service allottees can improved
afford to develop — B
FSIIYI New housing of alj types Expansion Lighting for [Sewerage Finance for Trunk roads Bus Park Community Hall
needed. fllave approached of existling lestates planncd aarket aiready [to Kisumu
MIC for assistance supply required but paved to to Stadium
would l1ike a boundary would
larger market 1ike to pave
main access
ronds e
Notes: We have attcmpted to reflect objectively the views of loucal representatives and officials but these vicws do not represent the collective

or official views F the Councils concerned.
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Home Improvement.
Expansion or improvement tc individual dwellings.

Community Facilities.
Social centers; health centers; schools and market halls.

Community Services.

Waste collection; health care; fire protection; and special educa-
tion. Individual programs must be formulated to meet specific
situations. Some of these can be organized at little or no cost to
community residents. An example might be the use of private taxi
(matatu) drivers to provide emergency ambulance service or the
use of a peace corps volunteer to provide health and hygiene
training or to demonstrate the use of fuel efficient stoves.

Employment Generation,
Development of plots for small scale industries, in cooperation
with GOK program of small business loans, marketing assistance
and special skills training.

Provision of New Shelter Options

The number of new plots or units developed in any one town is not

likely to be very great by comparison to the number of households affected by upgrading
activities. A project as small as 50 plots may represent an increase of 10% of the housing
stock in a given town. Thus the solutions must be carefully planned and earmarked to
match the range of affordability and specific requirements of intended beneficiaries. In
crder (o more closely maten the specific requirements of a particular town a number of
optional solutions are outlined.

a)  Serviced Plots:

In toyns served by sanitary sewers, plots of approximately
150m” will be the norm. In to where no sewage system
exists plots sizes of up to 300m“ may be used to allow for
on-site sewage disposal. The larger plot scheme will allow
adequate space for vegetable gardens which are common in
smaller towns and are highly desirable as a means of reducing
family expenditures. In conjunction with the larger plot
scheme a site layout will be used which facilitates subsequent
subdivision of the plots for sale or rental following installa-
tion of sewer lines.

b)  Expandable Core Houses/Rental Housing:
The NHC has considerable experience with construction of
expandable core houses. The basic unit consists of a "wet
core" including a W.C. and shower and a large kitchen/
storage room or a smaller kitchen and a separate habitaple
room. Extra rooms can be added by the occupant according
to his resources and requirements. Rental houses may be
similar in design. The materials and building technology used
would reflect regional differences. The interior lay-out of
the units should reflect local prefarence. For example, some
groups traditionally do not cook inside the house, while others
do. Sleeping arrangements also vary as does concern for

privacy.
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Demonstration Houses/Building Loans:

In coriunction with the sale of service plots and core housing
projects, a demonstration component or a Building Loans
program may be organized. The demonstration programs will
be coordinated with the Kenva Renewal Energy Program and
will make extensive use of resident Peace Corps Volunteers.
Demonstration programs will have serveral general objectives
including energy conservation, cost reduction, training and
employment generation. Specific demonstration techniques
may include the use of localily available materials for cons-
truction of low cost permanent houses, or the use of pile
foundations, or floating foundations to reduce costs of
construction on expandable clay soils. Alternatively, the
demonstration aspects may be confined to a single element of
the house such as a waterless composting toilet or a fuel
conserving stove or perhaps passive solar design to werm the
interior of houses built in the colder, high altitude towns.
Demonstration projects may incorporate technical assistance
or social services dimensions as well as a building loan

program.

Market Price Plots:

In order to off-set the high investment costs associated with
developing serviced sites, it will be desirable in some towns
to include a number of plots for sale to higher income
households on a cash or private financing basis. While HG
funds would be used to develop these plots, no long term
mortgage financing would be provided. The plots would be
large, allowing for detached, semi-detached houses, or
maisonettes of two or three storeys.

Cooperative Housing Site:

On an experimental basis, one or more sites may be develop-
ed by the National Cooperative Housing Union. In these
cases, all on-site work including subdivision, reticulation of
water and sewer lines, etec. would be left to the cooperative
and its members. Material loans would be offered. Site
development and building standards would be similar to the
NHC projects.

Special Studies/Demonstration Projects

HG funding is being provided for self-help housing aspects of

the demonstration elements described in this paper. Supplemental funding is being sought
for several special studies and for the technical assistance components of those projects
aimed at demonstrating the viability of replicable energy conserving shelter or shelter
service solutions. If funding is available, the following techniques may be applied:

a)

b)

Wind Powered Pumping Stations - A demonstration of the use
of windmills to improve water supply in Homa Bay or other
suitable towns.

Micro-Hydro Power Generation - A demonstration of the use
of small scale hydro-projects to provide power for an entire
community or for the operation of public facilities and street
lighting depending upon the available potential.
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e¢) Bio-Gas Power Generation - A study of the consequences and
alternatives to use agricultural and domestic wastes for
production of electrical power for street lighting and public
facilities in Siaya.

d)  Household Energy Budgets - A study followed by practical
demonstration of energy-saving potentials in low income
households including the use of passive solar design for space
heating, fuel efficient stoves for heating and cooking, and
composted domestic waste for on-site vegetable gardening.
The study may include an assessment of the effects of
various interventions on energy requirements and expendi-
tures at the household as well as community level. Technical
Assistance would be used to facilitate broad acceptance of
the demonstration.

IV.C. Environmental Considerations

The IEE prepared in June 1979 indicated that it was premature to discuss key
environmental issues for the secondary towns as fieldwork had not at that time been
undertaken. The [EE concluded - "Therefore, at the Project Paper stage, an environ-
mental component (investigations and input into site locations and designs) will be
integrated into the team effort." Infrastructure availability, physical environmental
conditions, and the direct and indirect effects on regional development patterns were
cited as areas which should be analyzed. Consultant reports have been prepared covering
these and other aspects of each of the eleven towns. By way of illustration potential
projects are suggested in the consultants' report for three of the towns and potential sites
for new development are identified. While each of the sites suggested by the consultants
appesar to be reasonably well suited to the purpose, final site selection must rely on a set
of appropriate criteria to assure that the best sites available are obtained. AID will
require the drafting of acceptable site selection criterias by the GOK and the confor-
mance of sites selected as a condition of project implementation.

The upgrading of community facilities and urban infrastructure will be a basic
component in each of the towns. Extension of water supply, road grading, paving of roads
and paths and provision of proper drainage, trash collection and access to heslth services
and education will be found in greater or lesser degree in all the towns. Other
compaonents will vary from town to town including the disposal of domestic sewage.

Waterless composting toilets are proposed in these communities not served by
waterborne sewer systems. The Reed Odorless Earth Closet and the Ventilated Alter-
nating Pit Latrine both offer vast improvements over the pit latrines commonly in use
throughout Kenya. They require relatively little maintanence and infrequent emptying
(once every two years). They are relatively safe in that the material to be removed is
free of pathogens, having composted for at least a year before being opened. One possible
drawback in using these systems is the potential for contamination of ground water. In
areas where this possibility exists it is suggested that use of composting toilets be
considered. Waterborne sewer systems will be used in those towns already having such
systems but only if existing treatment is upgraded or determined to be adequate for the
protections of fisheries and/or downstream water supplies. New waterborne systems will
be introduced only after sufficient study indicates that the costs of treatment can be
borne and that long range water supplies are adequate for the greatly increased demands
of a waterborne sewage system.
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Throughout most of the towns, existing residential areas suitable for upgrad-
ing, as well as sites identified for new development, have moderately sloping, well drained
soils. There are, however, a few exceptions, and in these cases the project is designed to
meet the particular site constraints. For example, the Maina village upgrading site in
Nyahururu is built on rather steep slopes requiring special attention to halt the severe
erosinn now taking place. In Homa Bay, highly expandable black cotton soils cover most
of the town. This type of site requires special building techniques such as floating slabs or
foundations raised on pilings, or alternatively, complete removal of the soil before
construction. In Siaya, one of the sites identified, is virtually flat and will require special
attention to drainage if it is to be used.

In towns around Lake Victoria, the high incidence of Malaria and Schisto-
somiasis suggests a critical need to eliminate standing water throughout the community
and to improve access to safe water supply. Extension of water supply and drainage are,
therefore, prominent components in the illustrative projects recommended for both Homa
Bay and Siaya.



v SOCIAL ANALYSIS

V.A. Location of the Target Population

A census was taken in 1979 and provisional figures are available which indicate
the hierarchy of urban places in Kenya. Though the figures are not official, and though
there has been considerable discussion as to their accuracy, it is accepted that Nairobi has
a population of around 850,000, accounting for about 43% of the total urban population,
with Mombasa next at around 350,000 - 18%, and Kisumu third with 15,000 or 8%.

For the purpose of shelter programs, it seems appropriate to refer to
secondary towns as all urban places other than Nairobi, Mombasa and Kisumu. These
three have a character and critical urban mass which set them apart, and they account for
69% of the nation's urban population. Table V-1, below gives the population for the initial
eleven towns that the GOK has asked AID to consider for this project; it is possible that
GOK might suggest additional small towns for AID consideration in the future.

TABLE V-1
Initial List of Towns Chosen for this Project

TOWNS POPULATION
{provisional 1379 census figure)

Murang'a 15,000
Naivasha 11,000
Nvahururu 11,000 (15,000)*
Machakos 9,800
Homa Bay 7,400
Molo 5,300
Kapenguria/Makuto 4,800
Londiani 4,400
Kitui 4,400
Siaya 4,000 (10,100)*
Karantina 2,900 (10,000)*

*Because of definitional limitations created by use of the formal town boundaries
these town populations may be understated. The population served may be the
estimate shown in parenthesis.

V.B. Social Profile of Secondary Towns

Smalles towns in Kenya, such as the eleven targeted for this program, are in a
transitory stage from rural to urban, and their characteristic function and level of
services differ from both pure rural and pure urban (represented by Nairchi, Mombasa, or
Kisumu). Since more than 75% of Kenya's population occupies only about 12.5% of the
land area, substantial movements of people from rural to urban areas, including the
smaller towns, are constantly taking place. The dynamics of population movements into
the smaller secondary towns have not yet been sufficiently analyzed. Data, therefore, is
still scanty, and all generalizations are made with some degree of caution.
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The dom.nant factor about these towns is ‘heir dra matic rate of growth (many
having growth rates from 5-10% per vear). Migration from rural areas to these rapidly
growing seconcary towns is selective with respect to s¢x, age, and education. There is a
very strong association between the aegree of education received and the incidence of
urban migration. Men between the ages of 15 - 25 are more likely to migrate to the towns
than are women. This fact is perhaps explained in part by the relative levels of education
of male and female children. A reverse stream representing "retirement migration” has
also been identified as involving older men moving back to the rural areas. There is some
indication that migration to the smaller towns or to rural areas is distinguished bv a desire
tc settle permanently in the place of destination. This would mean that these towns
would see a larger share of young family (as oppu.ied to single male) migrants.

The consulting firm retained by RHUDO to carry out preliminary design
studies for this project drew the following profile of the target population. These below
median income families live in settlements which feature high density, inadequate public
facilities, and small one room housing units built with "temporary” materials. Cooking is
done with charcoal or wood. Water is obtained from shared common faucets or from
water sellers. A random, informal survey of residents revealed problems with sanitation
and sewerage disposal, roads and drainage, water supply, schools and markets in addition
to shelter complaints.

Rental is the predominant form of tenancy. Because of the high demand for
even minimal housing, resident families may well rent out whatever space is available.
Rental income is often a principal source of family income. The proposed program will
attempt a realistic policy of total sub-letting regulation rather than prohibition. It must
be recognized, however, that Kenvan rental practices are long established.

Kenyan statutory law grants women the right to own property. However, {ew
title deeds are in fact held by women. Technically men and woraen ha'e equal access to
credit facilities. However, a recent study of mortgage loanc showed only 3.5% were
allotted to women epplying separatelv. Some financial institutions require that a woman
obtain her husband's consent prior to applying for a loan.

This small towns program will offer women equal access to tenant purchase
plots and loans, and this pclicy will be publicized, aiding Kenyan women in the realization
of their full legal rights. Female headed households make up about 20% of the tntal.
Special attention will be given in this project to ensure that female allottees who head
households are given the opportunity to register plot titles in their own name.

In the indigenous extended family system, child care is shared among available
women and older children. Modernization has bruught increased formal education; this
has benefited not only children but also mothers, who now have more time to work or
continue their own studies. Project school facilities will provide women with greater
freedom to seek education and employment. Fianlly, the employment generation program
will endeavor to advance tie role of women in business. Kenyan business laws are
generally unbiased sexually. However, as a result of differential access to financial and
educational rescurces in the past, men are often more able to engage in larger-scale
business ventures than women. It is the lack of access to credit and other resources that
this program will attempt to remedy. Equal access to small business plots as well as
access to technical assistance will be promoted.
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V.C. Economic Profile of Secondarv Towns

The compilation of an economic profile of the residents of Kenya's secondary
towns is complicated by the fact that family members may have jobs in more than one
sector: the household head may be a small scale farmer or herdsman on the urban fringe
while other members of his family work in non-farm occupations.

Analysis of official data dexling with 19 secondary towns exluding Nairobi,
Mombaesa and Kisumu suggests that the median monthly household income in 1980 is
approximately KShs. 1200 (US $166). (See Table V-2). The variety of incomes for each of
the towns, the inaccuracies which are inherent in attempts to estimate median incomes
for towns for which zood data do not exist, and the fluidity of change which can be
expected in the different places, suggest that a median covering all of Kenya's secondary
towns should be applied as the appropriate indicator for projeet cost limitations. In this
way a range of solutions can be designed which will reach families with incomes as low as
KShe. 500 per month, a range that in most cases, will cover from the 25th to the 50th
percentile of the income distribution.

TABLE V-2
1980
MEDIAN INCOMES
(for 19 Secondary Towns Excluding Nairobi, Mombasa, and Kisumu)

AVERAGE MEDIAN

UsS $s KSHs. US $s KSHs.
Formal Sector Wages 110 800 73 530
Casual and Other Wages 106 770 70 510
Informal Sector Incomes 97 705 73 535
Other Incomes - Total 25%

Excluding Rent 123 895 94 680
10% Outside Town Boundary 111 806 84 610
Adjust for 1.4 Income 155 1128 118 855
Earners per Household
Adjust for Wage Inflation

1977 - 1980 35%

207 1500 165 1200

It is expected that projects will be presented for approval from different
towns at different times, and that the overall project will take five to six years to
complete. The use of a median income covering all secondary towns will permit simple
adjustment of the figure to reflect inflation and other upward effects, and will relieve
project administrators of the need to conduct detailed income surveys in every town for
every project to be considered.

V.D. Settlement Patterns of Secondary Towns

The accompanying Table V-3 represents an initial attempt to define an urban
setileraent typology for Kenya. The five types of settlement patterns may all be present
in a major urban area while combination of types is more common in the smaller towns.
This typology is presented as a guide to the varieties of situations this project is likely to
address.



TABLE v-3
Settlement Patterns: Kenya Secondary Towns

Alternative Population Density (ppa) Employment and
Type Type of Tenure Layout and Construction Public Utilities Commercial Activity
1 Registered squatter Less than 150 ppa. Mater from pearest Subsistence farming
Semi- Eligible for re- Traditional layout of springs, wells or Local Markets
Permanent settlement plot building and "shambas" permanent buildings
Rura) (inadequate) Few established
Unregistered squatters Mainly traditional mud shops within
and wattle circular Pit latrines housing area
Traditional tenant huts with thached (adequate)
status e.g. Kikuyu roofs
11 R-yistered and un- More than 150 ppa. Mater obtained from Some wage employ-
Semi- resigtered squatters nearest source ment outside the
Permanent on private and Informal village area
Urban publicly owned land layout Some area have
Mainly rectangular established mains Much self-employ-
kL I1legal development plan: mud and wattle connection ment within the
7 by legal owner with some scrap (inadequate) area
1ming number of materifals, corru-
: and-buying and house gated iron roofs Pit latrines Large number and X
; building cooperatives (inadequate) variety of shops
[ and companies offering and service commerce =
plots to shareholders within the area e.9. ¢
i and rented rooms to cafes, bars, laundry,
2 non-member tenants shoe repairs, halr-
= dressers, etc
2 111 I111egal development More than 150 ppa. Mo facilities Casual esployment
on public or private
Temporary Land Disorderly layout S41f employment
Urban Unregistered squatters Entirely scrap 'dage employment
materials
v 111egal development on More than 150 ppa. Facilities of the Mage casual and
S R - public and private land surrounding area self employment
B Temporary elther by squatters or Scrap materials
p3 and Seai- by plot owners Shop in
Permenant Rectangular plan surrounding area
Iafill weather boarding

with scrap and
corrugated iron

roofs
v Tenant purchase, More than 150 ppa Usually all Wage esployment
tenant of public services provided
Permanent bady Concreta, stone each dwelling Self employmeat :
Urban conforming to
Sub tenant of building bylaws Casual esployment

legal occupant




-32 -

Some tentative generalizations can be drawn from the type of setiement
pattern encountered. This type of preliminary analysis may assist in identifying upgrading
passibilities for HG funding.

Recent arrivals in the city are likely to rent rooms or stay with relatives in
community types II, IV or V. However, legal tenants in type V communities (which include
ell new formal sector projects) are seldom recent arrivals. A recent study of 21 site and
service schemes throughout Kenva found that the mean length of residence in the project
town was nearly 20 years. Type I communities usually develop when a tvpe I or I
community has been demolished by the government action or other event. Tvpe I
communities are passively urbanized villages established outside of a city and eventually
engulfed by it. Because each of these community types represents different sets of
phiysicel and social conditions, each requires a different assistance approach.
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VL ECONOMIC ANALYSIS

VLA. Economic Oveview

During the first ten years after independence in 1963, Kenya's economy
exhibited high and relatively stable rates of growth. Real gross domestic product (at
Factor prices) grew at an average rate of 6.6 percent per year, and per capita GDP rose
at an average rate of 2.9 percent. Kenya's second development cecade has so far been
less promising. GDP growth during the period 1974-79 has averaged only 4.4 percent
annually, and per capita GDP growth has averaged no more than 0.5 percent. This second
decade has demonstrated Kenya's vulnerability to external economic events including the
oil price increase beginning in 1973, the international recessions of 1974/75, and the
collapse of the East African Community.

Since 1973, Kenya's growth has been closely related to changes in its external
terms of trade as is suggested by the data indicated below.

YEAR 1972 1973 1974 1975 1976 1977 1978 1979
Terms Of
Trade 100 97 85 78 91 120 103 95
Growth
Rate 6.8 4.3 1.1 4.1 2.4 8.8. 6.5 3.3
Of GDP

The quadrupling of oil prices in 1974 was accompanied by a drop in the growth
rate to 1.1 percent (i.e. minus 2.8 percent per capita). Economic revivial was touched off
by the boom of 1976 and 1977 when unprecedented prices were reached for Kenya's two
principal agricultural exports, coffee and tea. Kenya's economic performance peaked in
1977 when a growth rate of £.8 percent in real terms was achieved. Thereafter, export
prices began to fall while oil and other import prices continued to climb. The growth rate
fell to 6.6 percent in 1978 and to 3.3 percent in 1979.

Despite more than a decade and a half of substantial economic growth, Kenya
remains a poor country, with a 1979 GDP estimated at $347 per capita. Population
continues to grow at nearly 4 percent per year implying the need to create nearly 8
million new jobs by the year 2000. The inflation rate is approximately 13% per year and
has remained fairly constant.

Given limited agricultural resources, rearly half those jobs may have to be
found in urban areas. Kenya's original 1979-83 development plan emphasized increasing
incomes and improving income distribution through increased employment. Given
restrictions on growth implied by balance of payments constraints, original employment
goals will not be met under this revised 5 year plan, and overall government expenditures
during 1979-83 will be reduced from 9.0 billion dollars to 8.2 billion dollars (in constant
1979 terms). Two-thirds of the cuts will come from the development budget. Nonethe-
less, rationalization of industry and employment creation, especially in secondary towns,
remain important goals of the current 5 year plan.
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YLB. Public Debt Leve!l and Service Ratios

The drastic drop in world coffee prices in 1978 and an import surge in the first
half of that year caused serious deterioration in Kenya's trade and balance of payments
accounts. In December 1978 the government introduced various corrective measures
including an import deposit scheme to curb the exchange out flow. These measures
succeeded, and reserves increased in 1979 by just over 100 million Kenya pounds (U.S. 269
million dollars). Rigid import controls, however, were also one of the factors which
contributed to sharply reduced growth in 1979. Kenya's willingness to apply orthodox
fiscal and monetary policies in order to protect foreign exchange reserves also extends to
protection of its external credit rating. Kenya's public debt more than doubled in five
years to 577.9 million Kenya pounds as of June 30, 1979. Nevertheless, the net annual
debt servicing charge has fallen from 56.1 million Kenya pounds at June 1978 to 44.5
million Kenya pounds at June 1979 as a result of the abolition by the United Kingdom of
debt outstanding from Kenya. Service charges for external debt were equivalent to only
5.5 percent of eamnings from export of goods and services in 1978 and 4.4 percent in 1979.
Unless there are other offers to abolish outstanding debt, it seems most unlikely that this
ratio will fall in future years. Kenya's external debt picture for recent years |is
summarized in the table below.

TABLE VI-1
Debt Service Charges On External Debt Related
To Export Of Goods And Service, 1973-1979

External
Debt Service
Charges As
A % Of
Debt Service Export Of Exports Of
Charges On Goods And Goods And
Year External Services Services
Debt
(Millien Kenya Pounds)
1973 8.9 253.6 3.5
1974 8.6 357.2 2.4
1975 10.1 356.9 2.8
1976 12.0 471.7 2.5
1977 14.8 650.2 2.3
1978 31.2 566.8 5.5
1979 25.5 580.4 4.4

It does not appear that a $16 million loan under this program would constitute
a significant additional debt service burden. Given that the long term prospects for
economic growth and development in Kenya are favorable, the injection of long term
external financing, even on commercial terms, would also serve to ease the balance of
payments difficulties now being experienced in Kenya because of the dramatic increase in
the price of petroleum and other imports.
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VIl FINANCIAL ANALYSIES

YI.A. Project Costs

The total value of the project (including host country contributions but
not all technical assistance) is calculated to be $20,450,000 of which amount $16,000,000
will be HG financed.

V.ILB. Shelter Solution Cost Recoverv

Capital cost recovery of the HG financing far shelter solutions types 1-4
(displayed in Table 0O-1) will be by means of the monthly repayments made by the
beneficiaries; upgrading may involve some charges which a local authority may spread to
all the town's rate payers. These payments are calculated on such a basis as to fully repay
all capital cosis involved including an interest spread to the NHC for loan administration
and mansgement. The rental units (shelter solutions type 5) have been designed with
slightly progressive charges (increasing 5% per year) which not only will fully repay
capital costs tut also make a modest conftribution to the project's positive cash flow.

The cash sale plots will be sold at market price (rather than cost price)
without other restrictions. These sales will not only fully recover the capital investment
but will provide a capital infusion to the borrower to underwrite project administration
costs, especially for the upgrading sub-programs.

VII.C. Community Facilities Cost Recovery

The principal local authority cost recovery mechanism for these facili-
ties will be the general tax revenues, called "rates". To the greatest extent possible,
however, a portion of capital and recurrent costs of community facilities will be
recovered through user fees and charges. A detailed description of user and other fees in
effect in most local authorities for specific community facilities follows in-Table VI-1,
AID will enter into a series of negotiations with relevant GOK agencies to arrive at a
mutually agreeable course of action to augment revenues currently available to local
authorities. A range of possibilities will be discussed including raising the town's general
tax rate, increasing the amount of the annual central government grant, and exploring
possible additional ways to increase and maximize local sources of revenue.

TABLE VI -1
Community Facilities User Fees & Charges
Facility Amount of User Fees & Charges
Nurseries User fees total 25% of recurrent charges.
Primary School User fees for pre-school units total 100% of running costs, all

other primary school education is free with 75% of teachers'
salaries being paid by the central government.

Community Centers No user charge for voluntary social, educational or cultural
activities, but other events (musical shows, films, etc) carry a
hire charge estimated at 5% of running cost.

Health Centers Essentially no user charges since drug and staff costs borne by
central government. ’
Playing Fields Almost no user fees though some slight revenue raised through

hire fees.
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VILD. Emplovment Generation Program Cost Recovery

Loans to heneficiaries will be for serviced plots. The average loan
amount will be for $2,840 (KShs 20,600). The principle followed will be to encourage fast
roll-over of the monev to enable it .0 be relent as rapidly as required. It is expected that
apart from the technical assistarice aid, there will be full ecst recovery of all other
capital and recurrent costs from business plot allottees. Preliminary discussions have
been held between AID and the Kenya Industrial Estates (KIE) with a view towards
establishing joint programs in sclected towns. A joint program would involve use of HG
funds to finance serviced plots and KIE subsidized funds to make building lcans and for
working capital. The local authorities involved will be responsible for remitting this
portion of the HG loan directly to the Borrower.

VI.E. _Cash Flow

As the various sub-programs are more fully developed in the initial
project towns, a Master Project Delivery Plan including cash flow tables will be prepared.
Each project component has ben structured to ensure initial positive cash flow, full pay
back to the Investor on schedule, and the generation of a capital base attributable to the
HG loan. A preliminary cash flow appears as Annex D.
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vl PROJECT IMPLEMENTATION

VIOLA. Administrative Plan

VIII.A.1. Coordination

MUDH's Housing Department through the PPU will supervise
overall project coordination. MUDH will be closely involved in the discussion and
negotiation of the implementation of policy with local authorities and planning and land
management agencies. The PPU will take direct responsibility for project identification
and planning. Moreover, through its Monitoring Unit, MUDH will monitor the outcome of
the various schemes.

The NHC will have the lead responsibility for coordinating actual
implementation activities. The NHC will designate a member of its staff as the "USAID
project coordinator”. He will be assisted by the IPUP funded technical advisor.

National level coordination will be aided by the existing Inter-
Ministerial Steering Committee compaosed of representatives of those agencies which have
a direct role in the project. This committee will meet as necessary and will set the
general policy framework and timing for participation in this program. MUDH has already
formed this committee to consider USAID project design details.

VILA.2. Project Planning

Whereas the initial town shelter and community facilities sub-
programs have been largely outiined already by consultants retained by RHUDO, the
project planning for the remaining eight towns will be undertaken by MUDH's Housing
Department through the PPU. This group may well add final details to the preliminary
project design exercises aiready carried out. The activities of the PPU may well include
the following functions which may be incorporated into an integrated development plan
far each town.

- description of housing need and demand in each town;

- description of the number and type of housing units proposed
and cost guidelines;

- an initial site survey;

- agreement with the Commissioner of Lands to reserve the
necessary land;

- an anelysis of associated social, community, and employment
needs and a program for the provision of the necessary sites;
a plan for control of land use and sale as required;
an administrative plan for strengthening the local authority
to enable it to manage the project as required and to finance
services to the scheme.

To assist the PPU take over the burden of project planning, AID's
strategy is to offer short-term consultancies in decreasing quantity to work with the civil
servants. To assist in this transfer of responsibilities, AID has funded the preparation of a
draft Project Preparation Manual for use in Kenya's small towns. It is anticipated that
this assistance will enable the GOK to fully plan the actual shelter and community
facilities sub-programs to be financed under this project. These activities will be
incorporated into a Master Project Delivery Plan for USAID.
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All town development plans once prepared must be accepted by the
local Joint Consultative Committee prior to further consideration. The Committee will
be composed of representatives of the Local Authority, MUDH, including NHC, Ministry
of Finance, Commissioner of Lands, and the District Commissioner. Once approved by
this body, the plan would be submitted to the NHC for review in order to assess the
feasibility of the project.

VIIL.A.3. Project Design and Construction

Final design detailing, tendering, and construction supervision will
be the responsibility of the NHC. Some portions of these responsibilities, however, such
as design and engineering work, may be contracted out to other consultants or performed
in-house by the NHC staff.

One of the primary purposes of this program is to strengthen and
expand the capacities of the NHC to carry out the major shelter programs which will be
required over the coming years. It would presently be premature to anticipate the
Government's reaction to the study of the restructuring of the NHC. Nevertheless,
implementation of this program will be made conditional upon the Government preparing
a plan to show how the agreed upon recommendations will be implemented.

While the NHC will be the principal development agency for
shelter elements, the individual ministries concerned will earry out this responsibility for
selected community facilities. Construction of these elements will be undertaken through
the Ministry of Works either directly or by private contractors. Nevertheless, AID will
urge the Inter-Ministerial Steering Committee to allow the NHC as wide a range of
responsibility as is legally appropriate.

VIOI.A.4. Local Authority Role: Allocations, House Consolidation, Collec
tions and Estate Management

Each local authority will take responsibility for allocation of
shelter solutions amd supervision of house consolidation through self-help construction.
The local authority will also have entrusted to it the obligation for collection of monthly
payments, for general lease enforcement, and for estate management.

Since all of these functions have proven difficult in the past for
local authorities to accomplish, the NHC, with the technical assistance input provided
through this program, will be required to strictly monitor performance. Two significant
changes are planned for the new project compared with the initial program. First, AID
will ensure that the agreement running between the NHC and the local authority be
sufficiently precise and binding in spelling out the obligations of each party and
empowering the NHC to step in and take over a sub-program for material breach of the
agreement. Secondly, the tenant purchase agreements and leaseholds which previously
have run between the beneficiary and local authority only will now include a clause
allowing the NHC to step in and enforee their provision if the local authority does not. In
this light a revised section of the lease dealing with the regulation (rather than
prohibition) of total sub-letting will be strictly enforced. Other obligations, particularly
with regard to estate management, will also be more strictly enforced in this program.
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Improvement in the level of collections and in the timeliness of
receipt of financial information is expected from the new centralized collections program
anticipated for this project. While the local authorities will still make the actual
collections, all monies will be immediately remitted to the NHC's central bookkeeping
facilities. The NHC will computer process all colections records and automatically
prepare statements and delinquency notices. Central processing of individual loan
accounts is expected to greatly ease the udministrative burdens on the local authorities
and allow much more precise monitoring of the project's current financial econdition.

As project implementation proceeds, the MLG will be asked to
approve the appecintment of additional or seconded staff to those local authorities
experiencing financial or administrative difficulties. Preliminary discussions with the
MLG have indicated their support for increased levels of technical advice and training for
those local authorities involved with this program. Prior to their participation, local
authorities will be asked to prepare a financial plan to show how existing debts and future
repayments will be serviced, and how the on-going costs of shelter project administration
will be met.

VII.B. AID Project Management

The proposed project is a significant part of AID's bilateral assistance
program to Kenya, and USAID/Kenya will be responsible for the poliey framework within
which it is implemented. The AID Office of Housing (DS/H) is responsible for HG program
development, negotiation, and implementation within the Mission policy framework. The
Office of Housing's responsibilities will be carried out by its Regional Housing and Urban
Development Office (RHUDO) for East and Southern Africa located in Nairobi. The
RHUDO will coordinate all activity with USAID/Kenva.

vVil.C. Project Monitoring and Evaluation

Evaluation of progress in meeting the outputs envisaged for the program
will take place through RHUDO coordinated Regular Annual Evaluations. These evalua~
tion reports will note any deviations from the project's purpose and scheduling and will
present a detailed factual basis for such revisions of the program as may be necessary.

The reporting process will include periodic progress statements made by
the NHC to AID. These reports will include quantitative measures of the physical
progress of project components and will be structured so as to be compatible with the
guidance of the DS/H Monitoring and Evaluation Manual. In addition, and as an integral
part of continuing project evaluation and review, RHUDO will be responsible for
monitoring project sub-programs and will receive scheduled reports from the Peace Corps
Volunteers in selected towns and from the advisors provided under the technical
assistance programs.

Recommendations of project modifications resulting from the evaluation
process will be transmitted to the individual town Joint Consultative Committee as well
as to the NHC and local authority concerned.

A body of expertise on shelter program and project evaluation has been
developed by the University of Nairobi's Housing Research and Development Unit and the
Bureau of Educational Research. In addition, private consultants under contract to the
World Bank, the Commonwealth Development Corporation, and AID have made significant
contributions. MUDH is presently setting up a Monitoring and Evaluation department to
establish an appropriate GOK evaluation section.
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It is anticipated that the RHUDO will call upon some of the existing
Kenyan expertise to conduct a1 evaluation design exercise which will detail the types of
base line and otner data necessary to monitor Kenya's HG program (including the proposed

small towns project).

Special attention will be devoted to evaluation program design

which provides for periodic assessment of the impact of improved housing on ti.2 health
and welfare of the inhabitants. This exercise may receive FY 80 funding from
USAID/Kenya's Project Design and Support program.

VII.D. Project Agreements

The fcllowing agreements will be required:

1.

4.

Implementation Agreement: This agreement between AID and the
GOK details the yrocedures for execution of the project,
covenants, conditions precedent, the reporting requirements, and
limitations on the uses of HG funds.

Guaranty Agreement: This agreement between AID and the U.S.
Investor insures the latter against loss.

Host Country Guaranty: This agreement between the GOK and
AID insures the latter against loss.

Loan Agreement: This agreement states the loan terms between
the GOK borrower and the U.S. Investor.

Project Agreement: This sgreement between AID and MUDH
specifies the scope of work and contractual requirements for long
term technical assistance inputs and host country contributions.



PROJECT DESIGH SUNAARY IR .

MG 182633 F1-782 L X =N , FiomFY 1020 __swFUsyy_
SUPALENENT o OGICAL FRANELOR ‘il?lz:a:rfiz:‘l’zlmla‘t:::g r:::.::l; Tutel U 3. fw‘-a.jl_ﬁ -_"_'_! Ll_',:l.)__‘ —

-. AWML ras
Pioject Tils & Humber: X@NYA Small Town Shelter and Community Development Project?ttis=ts OutePrepacd. e
— - o PALL )
HARRATIVE SW.JLARY OBRJCCTIVELY VERIFIADLE INDICATORS "~ MEANS OF VERIFICATION WP OUTART ASSME W 11048 -
Proyraus er S:clar Goal: The Luaader objaciive 1o Kaosuwres of Gaol Achlsvcmanh: Assuaptions (o achieving goul 121080
which this groject connibuter:
TO lnérove the living conditions{ Increase in the number and &ensus data and liousehold sampldl. GOUK policy to toster yrowth
of low-income households laving | pexcentage of low-income surveys. of 40 urban places outside ol
in the secondgry towns and pop-~ |households living iu permanen} Na‘.obi is operational.
ulated centers putside of Nairobi]housing and/or areas with 2. R"p‘;t:' of fubl ic "'oik' and b ‘
: access to community facili- Soclial service agencles. 2. Local authoritics support
ties and basic services. GOK goal of reducing bLuilding
standards in low-cast housing.
- 3. Succeassful dJemcustratiunm

process’ for productioa ot
shelter and cosaunlity Jdev-
wlopment in small tuwne
4dopted and replicsted by
GOK.

— v mpweemme e - - -4 PP, _—-I: - e - e P e - e - e -


http:SU;.:J.lY

e L Py Uy S e

St ——— e =
L]

.

AL 1M1 34 TN
SUFFLELENT |

PROJECT DESIGH SUiiiRY

LOSICAL FRUMECIIK

Kenya Small Town Shelter and Community Davelopment Project

Pirjoct This k Nuckn
»

Lite ofProe'* R
From F3 _1980__wFYil28)

Towel U. 5. hn&n. 216 milldom
Date Mupased

PAGE 2

T ATIE S

O2IEC11/2LY VERIFLULE NIDICATCRS

MEANS OF VERIFICATION .

WPORT AT ASTLERF 10005

Pucject Purpasat

%0 demonstrats lmproved mathods for
the administracion of public sactor
low-cost sheltar programs ia small
towns including community facilitlies
and employment gsneration componsnts
with s»eclal attantion to projact
identification, lmnovative dasign,
and pcat-occoupancy managemant.

ach)urrad: End of peojoct stetus.

1.(a) The existence of a
project lidentification
process in MUDH which
.deals with low income
,— community chelter ngeds
in a comprehensive
fashion.(By end of FPY 6l

-

58y and of FY 82 A

(b) the existence of staff
capablility at the NIC
to carry oukt:

project design
mortgage lendjng
home improvement
landing
home building
asslsctance
upgrading programs,
for low-cost & better
programs in secondarcy
towns,

(c) completed shelter pro-
jects in 11 recondnry
towna.

(d) elective project mon-
itoring and loan coll-
ections procedures in
11 town governments

2. (a)an operational small
business lending pro-
gram for application in
conjunction with sheltej
programs.

(b)programs for improved
incoma producing activ-
ities for community res
idents in‘shelter p:ajn
ject areas.

Cq:d‘-li;.u ihat %ill Indicale gurpose has bisa

e L LT 5 ae mem s ame

1.-2.

{(a) Project monitoring and

evaluation

(b) GOK reporcts

{c) Physical inspection

{(d) NHC and local authority
. loan records

(e) PCV reports

Assaplicns for achisving puisa:

1'(.] GOK makes a conceited
effort to establish
» project identitficatlion
soction In MUDI and provide -
adequate staff.

(b) NHC reorganization prugram is
adopted, recognizing noed
for ezpanded reglunal oui~
reach and adequatu staff.

(¢) MuDIl, MLG, and local author-
ities accept progrem Lo
tighten financial adainist-
ration and strictly coatrol
collections.

2. MUDII coordinates sheliur

programs with comaunity
development programs of MLG
MCSS and MDE




:"“:._"_'ac i R e =
i .
!

¢ .,.‘ =4 : N0 = €1y s Wi ol Feddecr.
: 10 1333202 1711 g 1 (.lcfl{\lo ilﬁ‘lfl:.!:!:xlﬂ'f Frem FY 15980 eF¥l3) -
BuFiLECLINT | s > - FRAZZAE, Total WS Fandng S16 millfom :
K . Date Proguaid:
~ PisgaaTuls S 1E=4a enya“'Small Town ?halter .?1 C?-uunity Davelopment Project . ¥iGE3 :
VARIAYIVE SUPYLRY "OMJECYIVELY VERIFL'DLE WDICATC(S LEANS OF VERIFICATION WS CATANT ASSLEPTIGS :
Lasnlivds of Ouipuls: 4 Assus pilous bt schioving sutuln:

) -l)'.-:.’ulul
l. Local authorities accept slun
a8 an acceptatle

1. Low-cost shelter solutions

core housing units
Barvicaed sitea
Neighborhood upgrading

To be determined by the neady
of each town, but estimatea
suggest tha following break-

down.

RHUDO monitoring and annual
project evaluation.

upgradl
alternative to slum clearance

GOK shelter programs do not
confuso the demand situation

through subsidy progiess.

liome improvement on building loanl.

Rontal units
2. BServiced sites for cash sale
-+ 3. Sarvice altes for small scale Upgrading - 1,000

. buainesses d & -. 400
4._ A small scale business davalomu:::‘{;::_‘ ::.:: _‘ 600

I . program for target area women
§. Demonstration projects in gqnergy |Core uniz3 - 300
e saving, construction and sanj- Rental units - 400 .
7 Cash sale plots - 500

tation technology
L e nu"3’.‘“’u e Sarviced sites for
3 small business - 200

Community facilities td v
be determined by town. -

Cash sale and graduated
rental programs ardguccess=-
ful at balancing unit dusand
. #0 that intended benefic-
farles actually make useof -
the. solutions provided. g

- :
. —
.

——— -

——

v ——




—— ——— ———

AD WIe3s D-000
[} » SUPPLESENT

e ———— S - ey By ee—

PROJECT DESIGH SUZMARY
LGSICAL FRAMCVORK

“mlxanya Small Town Shelter and Community Daevelopment Project

Projact Tiile & Mo

doerelecy:

Ferom FY |28 e FY1981

Totel LL.5. Funding $16 mi)lien

Dot Piepaed: s
PrLE 4

: 1 Tawes
= HARRATIVE SURMARY

GAIJECTIVELY VERIFIADLE LIDICATORS

MEANS OF YERIHICATION

UPORTANT ASSULPTI0NS

hpulss

L. MG Loan

1. Looal Investmant
a. GOK Particlpaction

b. Banefliciary Down-
Paymants & Investmant.

.
.

L —— = s o
(]

3. Tachnical Assistance

a. Dsvaplopment Asslstance

' b. IIFUP Grant

e
L]

Ly L e

c. Psace Corps

T

-

N ya v
-

- a ss
~
-

VIIVAY AdOD 1538

31

Inplacaciation Targat (Type and Quantity)

1.
2.
1. #16 =mi)}lion Mouslimg
Guaranty Loam authorized
2. GOK contributes land, 3.

local staff salacles and -
support, comsunity Iaollltl.l.‘-
& smploymeat gensrationm ¥
asslstance to a valus to i
$#4.,100,000. \
Bsneficlaries provide
$150,000 for down-paymants.

. 1
i. Devalopment Assistance 7
for $665,000 authorizad.
IIPUP Grant for $280,000
authorized.

Mina - sleven PCVs
assigned to small towna
for this project.

Lender and borrower report

RIHUNO monitoring and aval-
uation report

IIPUP advisor reports

PC Reports

Assumptions las providing bapwini =
1. UG invostor available

2. GOK accepts NG loan teims
3. IIPUP advisor available

4. PC allotments pravide
for volunteers.




118VIVAV AdOD 1539

PLANNED PERFORMANCE TRACKING NETWORK

1960 "8 1982 E) Tomae tens
[s:0l8 o] #1aja 3 3 aA[SJOTN O] i ¢ /M AT J JTATS[O'N o] IO OO DEOCK L Ly .l,
Ll N N [ — — s . ———— . -— e @ .. - e . . -
Apagiwal <1 PP M ALL Ug . i Vo | 4 l
et e et AT LIV IR IY : i )
TETTT N Leptame 0 prestan 108 ) Fams o BNE utians W IRZAID/T AL ALaRskt IR : \ l '
Lantsat 190 J831P0 V1 Prupsam comnemnts - ) lowes (1a W ur Lenseltanta) . l '
r ‘Ilr\r-l-—u ':_::1 ' | .
. S o) tuplvemiation Arreveval . 2 e g naf o ,
e T e e 1ot paaa. i [ EAay e tmze oy epery) B P
.. cran te wents - lechateal. Luvizonmental. binsncesl | l ER AL ] =t » | et a mm—— .,
st ereueess [ ! ! by . '
Amtasmunt: . D, '
£ 49 Luem on damnnstsatiun Cleaect ol Proeta B L ' o 1 ' , '
aPucabeges ) Urvelopmeut Lramt-funded. . - ' ' S "
Vs wrs on 188 Fhese proxtwm im 3 Tueme i : . ': By ‘:' N Tty
]
s of M end loval cOwa il tall 10 scrvantie L . B . { | . '
cand codlecirens. ° ) H
tu- el ub piontes 108 o Toams © Lat Pha o lare W l'f) . v . . o
V1o, Aavipnawmi Gl AR tram e de 9128 companrats - % lowhs = 481 Dhase | ! . ] A},“, Boe Crpe wery 0"'-‘! 3.. P
B et tos ~mitunief s ¢ e Wus . 1 e l . : N bS]
In. St baytial doact e . . . ' I | Wity \ .
[CH PR pR B e * ' ; k \
. Gampletiam ot sencrme fBr % lowms - bat Puas . # W Iy 'Y '
L tomnleciom @) atalf tratuins 1n b lovas, N - 3 .(7:1 e I R Y ) [T
. Asepteary ol piontan fur ) Towms - Cmd Prave taee 3t | b y !
Y. Astivmemat ob onmmaat, | lowme - Ind Phans Tl | . \ ' P, i N .
T i - > femn R ! ! T P
n staii on acveuntang, Jusw pruceseins ‘ " I \. !
ad Mlectiom. ! ' \‘ I Vb
. O 158 PRase taustemties 3n |} Yovae . ! 1 ! f i - [}
” tem Rewor . “‘,1-'.5 ¢ l [ ' -
» + . 7 “ , *, ) N
~ . s ’ . \
3 180 Y Imae = las Frose any 1 ) . .
0] S dewe - e Faase aeee ae f hass] M A . !,"""_‘_, O DAL T PR
N Vora v wemats %o lesse - e de o : ey s ® F- O P T PR
aase c 3 leana ! . | ! 1 [l 1o}
-~ © Y lewre . . P X 172 ] i
L
. mdueal Brvice ol prosres i3 l ' l | i H I . Vv ! B
3. tamsfusion o ist Mhate constrmtiva - 5 loan R, [ o v . | |
I M. e Armdevn B o " . N » ! '
. Caemsletien of geiluns - 3 Jewms - Jod Puare 1 ' [ [ @ R ] .
BT rmtemnte By B Per weih wa 2nd P | H [ ¢ . : ; i
. taaplviion of Jwd Yotk Feustfun tioe - ! H ’
A2, aemus) & i l [ { i i
e . — PO VRN SR

Ak fhis ) v W Juer
he. Lomplstivm uf Jnd Pne combfmtict - S s

® lmpices DEPIHUI 1 o) war gagnt
e + . i ame oy



http:IIA.lAAlA.AA

AcLivad Al SNCLASSIFIZIS
TR, AMT mAs Tes .:u
v w |- @ ew www - "
Sesuricsnon ToiLl 73 ISl
T OIS als T3
T ZZISTATI wAZADC ACTION COPY
<5 IAIMZASSY JAtAII] 53456

’:: Asooa (akew:
-l 3

ADDAC, HAIROSI PASS TO RHKLDO No decmasery: X

i R ).79
T.2. 12285 /A (lastinly) (Cacey  *
SUIJICT: KZINYA LCW CCST HOUSING PID (S1%-A5=-725, &) '

. SEVIZW OF SUSJECST RPIlu AZLD JULY 12, 1975, WITH RALLC
SIFSISTITATIVE [4 aTTzZN0ancz, PID FOLI2 TS 3Z 2
ICEFEIDAZLT JCCLNINT WITH C QUTSTANTL. IG 13823 AL
SONCURRCNCT ZIVEN TS PSCCIZD WITH PEZRPARATION CF TWC

=135 = Jig L4 FY 73 FCR 2,0%3 SERVICIC ST (722 wlTd
SCEI MOUSING) =XPANSIIN QF THE UMCJA PRCJelT Ih dAlxSZI,
30 T=E CSTHER IW .Y €% FCR SITzSs3zRVICZS, 3SUILSINE
"ATIAIALS L2ANE, SAUATTER UPCRADING, COutunITY FaCILITIZS,
tHy ShaLl E!!TF{EFREKEUF.S LOANS 10 zLIVEn TOWiS AnD CITIZS
TARILGHCUT KENYA.

2., PROJECT COMMITTZIZ %AS PARTICULARLY [FXFREZS3ED ulTH
STTI5-TCCNCMIC ZRIZUTATION JF 30TH HIGS WHICH sIvE
SIZLIZANCT ANC SUPSCRT TC OTHEF ELZNMENTS JF [¥A]0VES

~A0USING - l.EZ., SOCIAL SERVICES AND JOB OP°ORTUNITIES.
ALSO FAVCRABLY DLISPQCSED TO INSTITUTION BUILDING COMPONENTS
OF HIGS TO DEVELQP TFE CAPACITY OF THE IMPLEMENTING 3C0I&zS
TO CARRY OUT LOW COST HOUSING SCHEMES. [N THIS REGARD

USE OF [IPUP PRCGRAM GRANT TC PRCOVIDE TECHNICAL ADVICE

T0 THE NATIONAL HCUSING CORPORATION AND PEACE CJRPS

VCLUNTZERS TQJ WORK WiTH SUBP?OJECT TOWN COUNCILS TOQ
INSURS SZTTZR IMPLEMENTATION AND ADHERSNCE TQ SOCIAL GJALS
ARZ 4ZLCIME AQDITIONS TJ HIG PRCGRAM. VANCEZ

i tiiimy oy mem e mema
" “TCiaguticanion

cfﬂonu. QAN 181 M)

(Pormurty B84t 2{m)}

$C181.1Q2 anuery 1973



ANNEX C

MINISTRY OF URBAN DEVELOPMENT AND HOUSING

Telsgrams: “Housmen™, Nerobi .19)&@( P.O. Box 45025

. -

Js

Teepaoss: Nawooi X461, Ex ... éﬁ;;ﬁ%? NAIROBI

Whes ropiree M S¥°%56.1.3 Vol.I/(35)

26th August,, 80

....................... "

.................

The Permanent Secretary,
0ffice of the Vice-President an
Minigtry of Finance, ,
P.0. Box 30007,
NAIROBI.

(Att:- Mr. W. Mayaka)

GOVERNMENT OF KENYA/USAID SECONDARY TOWNS
SHELTER PROJECT

The first U.S. Housing Guaranty project for housing
development in secondary towns in Kenya is now nearing comple-
tion. Many lessons were learnt during the execution of this
project, and future projects will profit from this experience.

In anticipation of continued AID assistance in this
area, we began discussions with AID officials last year whiech
led to the designation and study of eleven towns for future
AID assistance. The studies wers completsd recently and ‘we
believe that, as now conceived, the proposed Secondary Towns
Shelter and Community Facilities Project will meet urgent needs
in the designated towns, and help to define an effactive firocess
of project identification and implementation. A draft project
paper in connection with this study was presented to your Mr.

W. Mayaka cn 8th August, 1980 for reference.

I understand that the shelter programma proposal for
all eleven towns will be submitted to USAID in Washington for
review and approval in August and September 1380 for potential
programme funding available under the Housing Guaranty Programme.

The purpose for thig letter is to inform you that this
Ministry is interested in this project and it will be appreciated
if you would facilitate in cbtaining financing through the Housing
Investment Guaranty Programme..

i
c.c.
Pamela B. Huz:cy-.\i

\
|

USAID i/

P.0. Bex 30261, v(?"{'



REPUBLIC OF KENYA ANNEX C

OFFICE OF THE VICE-PRESIDENT AND MINISTRY OF FINANCE

THE TREASURY
Telograchic Address:
nwwcz.mmc.a? N r_/.:\ P.0. Box 30007
AL NAIROBI

Telephone: 134433 \2.,( ~Z S' CENTYA
When replying piesse auote “ .
Rt N EA..9/03... Lt .275h. AVguSK..., 19..80.

[ ]

The Director,
U.S.A.LLD.,

P. O. Box 30261,
NATROBI.

GOVERNMENT OF KENYA/U.S.A.LD. SECONDARY
TOWNS SHELTER PROJECT

[ wish to refer to the letter HSS 66.1.3. Voll/(33) of 21st
August, 1980 from the Permanent Secretary Ministry of
Urban Development and Housing which | note has also been
coped to you. The contents of the letter are self-explanatory.

In support for the Ministry's wish cxpresscd in the last
paragraph of the letter, [ confirm that the Kenya Government

is interested in the project and request USAID to finance it
through the Housing Investment Guaranty Programme.

l% o
(H.B. A )

for: FERMANENT SECRETARY/TREASURY
C.C.

The Permanent Secretary,
Ministry of Urban Development
and Housing,

P.O. Box 45025,

NAIROBI.



ANNEX D

PROJYCT CASH PLAM

(u58)
PROJECT YEAR: 3 & 5 [ S 1 [ _9 10 | - T n-g
INFLOM
1. AID/1G Ioen 15,183,100 - - - - - - - - - -
2. Downpaywents (core
houning,site/serv- .
ices upgrading) 316,600 -_ - - - - - - - -
3. Bub-borrover loan
repeyments;
a) Core units, up-
grading,sites/
services 902,300 it [— *[ 9,023 ,0x (.,n(._un{
b) Bullding losn 172,600 ——» 1hy 006 -
c) fimal) business
plots 250,000 > - - -_ - -— --
d4) Cash sale plots 1.257,300 | 1,257,300 - - - - - - - -
o) Community
facilitien 132,200 - — L I TR ANl At
h. Hental income (5% .
incrense per year) 182,100 191,200 200,750 210,80, 221,300 232 400 2hh 000 256,2000 3,384 008 5 511, 00} ) k63,
5. BReinvestmant {ncome
(13% per year) b 165,000 k34,500 870,60 612,000 553, 300 585,000 618, TO 2,790 T 11,542 ,000] 2 900, %M
6. Canh sale plot
surplus = Sighoo | — ). — =] — ... - - - T
TOTAL: }18,996,200 | 3,888,000 | 2,092,h00 | 2,138,500 2,191,160 12,001,100 12,036,900 |2,073,000) 21,86k Gool2h , 112,700} &, Wy 6o
arroy
1. Application of NG
loan
a) Core houaing 1,619,100 — - - - -_— —_ _ —_— -_ -_—
b) Bite/aarvicea 298,400 —_— - - - - - - - —
c) " and material
loan 1,532,600 - d - - - b - e
4) Upgradlng 539,700 —_ - - — — - —_ — — —
e)  and building
loan 2,916,900 b - - - - - - - - -
r) Building loan 983, 300 —_— - — —_ - - —_ —_ b -
g) Rental units 2,923,h00 — _ —_ -—_ - - - - - -
b) Cash sale plot 2,215,800 - —_— - - - - - - - -
i) GEmall business
plots 926,100 e —_ - - - h _— —_ e —_
) Commumity
facilities 1,012,500 - - - - - - - - - el
k) Technical
assistence 815,200 — —_— —_ — —_ —_ — — - ——
2. un{m loan repay-~ 1,815,100 n -+ [19.786 hoo | 20,195 B o) pon
men .
3. TProut end commis- . . . _ . - — —
slon TOTAL: ﬁ—;g%‘% 1815100 e ] o119 766 wou | 70 1y B0 ka1 soo
A 156, 815,
NET CASH PLOM ‘i.-éi';.a&) 2,073,000 278,000 12k ,000 376 ,000 186,000 222,000 263,0001 2,078,000 ] &k 0t 00 LR RLLY
CUMILATIVE CASH FLOW 1,239,000 | 3,303,000 | 3,581,000 | 1,905,000 4,261,000 [k h6T7.000 |4 .60 000 [k, 952 000 L} i) -;_;ix}n a_l_Ll_li»‘,r?l.:)_ f \EE,::T-J
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ANNEX E

BIBLIOGRAPHY

(ALL Sources are Reperts to AID)

Kenva Low-Cost Shelter and Community Facilities PID. 1979.

Kenva Shelter Sector Studv and AID's Experience. August, 1979.
Survey ol housing problems, Iinance institutions and review of HG projects.

Kenva Shelter Strategy Statement. December, 1979

Analysis of housing demand/supply, Government of Kenya programs. Constraints to
alleviation of housirg problems. Proposed AID housing strategy and implementation
of strategy.

Kenva CDSS for 1982-1986, January 1980.
A review of USAID/Kenya's programs and strategies. The annex, prepared August
1980 spells out the relationship between Mission programs and HG projects.

Coopers & Lybrand. Kenya Secondarv Towns Shelter and Community Facilities
Project Study. Reconnaissance Report. April 21, 1980. Identification of 3 towns
for more detailed analysis in terms of housing program development. Detailed
project feasibility analysis of towns.

Coopers & Lybrand Associates. Kenya Secondarv Towns Shelter and Community
Facilities Project. Draft Interim Report. June 1980, Detailed analysis of housing
demand/supply and potential HG projects for Nyahururu, Siaya and Homa Bay

Coopers & Lvbrand. Standard Project Elements. Kenya Secondary Towns Shelter
And Community Facilities Project. June, 1980 Specification of housing solution
design alternatives.

Michael Lee, Kenya Secondary Towns Shelter And Communitv Facilities Project
Study. Supplemcnatary Reconnaissance Report. June, 1980 Defines a proposal for
the development of shelter and community facilities in 13 secondary towns .to be
considered for funding through the HG program.

Cooper & Lybrand Kenya Secondary Towns Shelter and Community Facilities
Project St July, 1980. Seminar Memorandum. Summary of seninars given to
present |. ehmxnary design of Kenya Secondary Towns Shelter project to GOK
officials.

G.J. de Kruijff. Kenva Secondary Town Shelter and Community Facilities Project
Study. Supplementary Infrastructure Report. July, 1G80. Specification of inira-
strucutre development need in Kenya smalil towns,

Coopers & Lybrand Associates, Study of the Operations of the National Housing
Corporation. Steering Committee Paper. July. 1980. An examination of the
performance of the NIIC over the past five years.




ANNEX F

A.LD. m Design Response to Kenve Housing Guaranty Evaluations

Lemons Learned {rom Evaluations

Delays in implementation

o Long approval process for developing

schemes by Physical Planning Depart-

ment and sudivision of land by
Commissioner of Lands.

Lack of coordination among Ministries and

between NHC and locai autnorities(LA)

Punctdons of NHC and local autherities
imprecise

Project preparation process inadequate

Market survey
Peasibility study

Site selection criteria
LA participation

0 00O0

Communication between NHC and LA's
gooe

Poor -occupancy m ement of
estatas

Recordgmanagement

Loan repayment collections

Public and private area maintenance
Extensive full subletting

o000

Unimown LA revenus base and debt
cing burden

Institutional Design Solutions for Kenva
Small Town HG Program

PPD moved from MLG to MUDH.

PPD will approve Part Development
Plans during project peeparation.
Reservation of land responsibility
of PPU and will precede project
implementation.

Assistance in facilitating approvals by
OPUP Advisor.

National Inter-Ministerial Committee
to insure timely partigipation of all
parties at national level

Local Joint Consultative Committee
must approve each town development
plan.

Revised ican agreement required bet-
ween NHC and LA and empowering
NHC totaksover aprogramif necesary.
NHC will have enforcement powers {n
Tenant Purchase Agreement (TPA),

AID has initiated new process,

Project Preparation Manual prepared
by AID for PPU.

PPTT, with AID and othee Annor sweigt-
ancs, will carry out market surveys and
{eagibilities.

GOK compliance with acceptable site
selection criteria to be a condition
precedent to disbursement,

Short-term training of LA staff.

NHC to establish regional Divisional
Project Manager posts with suthority
to implement projects.

AID to finance short-term training of
LA estate managers through Kenya
Institute of Administration(Department
of Local Government Training,)

Long-term resident Community
Development advisor and PCV's to set
up tenant education programs and
work with LA's to improve service
delivery.

AID to regulats, not prohibit, full sub-
letting (In new TPA).

Market-sale plots will take some pres~
sure off inmroper allocation of low-
cost unity by middle income.

NHC to centrally process individual
loan accounts and be empowered to
evict,

New TPA provides {or interest to be
based on delinguent payments.
Approval of town development plan
conditioned on LA submission of
scceptable financial plan
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ANNEX G

GUARANTY AUTHORIZATION

PROJECT 615-HG-006

Provided From: Housing Guaranty Authority

For

The Government of Kenya

Pursuant to the authority vested in the Assistant Administrator, Bureau for Africa by the
Foreign Assistance Act of 1961, as amended (FAA), and the delegations of authority issued
thereunder, I hereby authorize the issuance of guaranties pursuant to Section 222 of the
FAA of not to exceed sixteen million dollars ($16,000,000) in face amount, assuring
against losses (of not to exceed one hundred percent (100%) of loan investment and
interest) with respect to loans by eligible U.S. investors (Investor) acceptable to A.LD.
meade to finance housing projects in Kenya.

This guaranty shall be subject to the following terms and conditions:

L

4.

Term of Guarantv: The loans shall extend for a period of up to thirty years (30)
from the date ot disbursement and may include a grace period of up to ten years
on repayment of principal. The guaranty of the loans shall extend for a period
beginning with the first disbursement of the loans and shall continue until such
time as the Investor has been paid in full pursuant to the terms of the loans.

Interest Rate: The rate of interest payable to the Investor pursuant to the loans
shall not exceed the allowable rate of interest preseribed pursuant to Section
223(f) of the FAA and shall be consistent with rates of interest generally
available for similar types of loans mnade in the long term U.S. capital markets.

Government of Kenya G~ aniy: The Government of Kenya shall provide for a
full faith and credit guaranty to indemnify A.LD. agains all losses arising by
virtue of A.LD.'s guaranty to the Investor or from non-payment of the guaranty
fee,

Fee: The fee of the United States shall be payable in dollars and shall be one-
hall percent (1/2%) per annum of the outstanding guarantied amount cf the loans
plus a fixed amount equal t0 one percent (1%) of the amount of the loans
authorized or any part thereof, to be paid as A.LD. may determine upon
disbursement of the loans.



-97-

Other Terms and Conditions: The guaranty shall be subject to the follow
condition precedent and to such other terms and conditions as A.LD. may deem
necessary:

Prior to each disbursement, Borrower shall submit a Project Delivery Plan
acceptable in form and substance to A.LD. Such Plan shall address the
techhicsl, envirocnmental, institutional and financial aspects of each subproject,
which will be outlined in detail in the implementation agreement. The technical
and the environmental plans shall include technical designs and drawings for the
proposed construction, evidence of compliance with site selection criteria, and
solutions to the environmental problems identified in the IEE. The institutional
plans shall inciude evidence of actions taken in the reorganization of the NHC
and creation of the PPU or other project implementing unit.

Goler T. Butcher
Assistant Administrator
Bureau for Africa

Date



ANNEX H

THE HOUSING GUARANTY PROGRAM
STATUTORY CHECKLIST

THE GOVERNMENT OF KENYA

PROJECT NO. 615-HG-006

ANSWER YES OR NO PUT
PP PAGE REFERENCES
AND/OR EXPLANATIONS
WHERE APPROPRIATE

General Criteria Under HG Statutory Authority.

Section 221(a)
WILl the proposed project further one or more of
the following policy goals? YES

(1) is intended to increase the availability of
domestic financing by demonstrating to
local entrepreneurs and iastitutions that

providing low-cost housing is financially
viable; YES P. 21

(2) is intended to assist in marshalling resources
for low-cost housing; YES P. 14

(3) supports a pilot project for low-cost shelter,
or is intended to have a maximum demon-
stration impact on local institutions and
national; and/or; YES P. 24

(4) is intended to have a long run goal to
develop domestic construction capabilities
and stimulate local credit institutions to
make available domestic capital and other
management and technological resources re-

quired for low-cost shelter programs and
policies? YES P.15

Section 222(a)

Will the iSsuance of this guaranty cause the total

face amount of guaranties issued and outstanding

at this time to be in excess of $1,555,000,000? YES

Will the guaranty be issued prior to September 30,
19827 YES

Section 222(b)
WIll the proposed guaranty result in activities
which emphasize:
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(1) projects providing improved home sites to
poor families on which to build sheiter and
related services; or

(2) projects comprised of expandable core
shelter units on serviced sites; or

(3) slum upgrading projects designed to con-
serve and imnrove existing shelter; or

(4) shelter projects for low-income people
designed for demonstration or institution
building; or

(5) community facilities and services in support
of projects authorized under this section to
improve the shelter occupied by the poor?

Section 222(c)

I the project requires the use or conservation of
energy, was consideration given to the use of
solar energy technologies, where economically or
technically feasible?

Section 223(a)

Will the A.L.D. guaranty fee be in an amount
authorized by A.LD. in accordance with its
delegated powers?

Section 223(f)

Isthe maximum rate of interest allowable to the
eligible U.S. Investor as prescribed by the Admin-
istrator .10t more than one percent (1%) above the
current rate of interest applicable to housing
mortgages insured by the Department of Housing
and Urban Development?

Section 223(h)

Will the Guaranty Agreement provide that no
payment may be made under any guaranty issued
for any loss arising out of fraud or misrepre-
sentation for which the party seeking payment is
responsible?

Section 223(j)

(1)  Will the proposed Housing Guaranty be coor-
dinated with and comples.entary to other
development assistance in the host country?

(2) Will the proposed Housing Guaranty demon-
strate the feasibility of particular kinds of
housing and other institutional arrange-
ments?

YES

YES

YES

YES

YES

YES

P. 24

YES

YES

YES P.21




(3)

(4)

(5)

-3-

Is the project designed and planned by A.LD.
50 that at least 90 percent of the face value
of the propesed guarantv will be for housing
suitable for families below the median
income, or below the median urban income
Jor housing in urban aress, in the host
country?

Will the issuance of this guaranty cause the
face value of guararnties issued with respect
to the host countryv to exceed $25 million in
any fisce' year?

Will the issuance of this guaranty cause the
average face valus of all housing guaranties
issued in this fiscal year to exceed $15
million?

Section 238(c)

Wil the guaranty agreement provide the it will
cover only lenders who are "eligible * vestors”
within the meaning of this secticn of the statute
at the time the guaranty is issued?

Criteria Under General Foreign Assistance Act
Authority.

Section 620/620A

L

Does the host country meet the general
criteria for country eligibility under the
Foreign Assistence Act as set forth in the
country eligibility checklist prepared at tha
begimning of each year?

Is there any reason to believe that circum-
stances have changed in the hest ~~untry so
that it would now be ineligible under the
country statutory checklist?

YES P.2

NO

NO

YES

YES

NO















